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A STRUCTURAL MODEL OF 
PRODUCTION’ 


BY ADOLPH LOWE 


ir Is one sign of the greatness of any achievement, practical or 
theoretical, scientific or artistic, that its creative stimulus extends 
far beyond the area for which its author designed it originally. 
The ultimate intention of Keynes’ General Theory was certainly 
practical-political: the etiology and therapy of capitalist under- 
employment. It is true, the work abounds with novel scientific 
tools. But they were forged or, as in the case of the multiplier 
concept, borrowed for the purpose of illuminating specific prob- 
lems in applied economics rather than of enriching our tool chest 
in general. And yet concepts like the consumption function, the 
marginal efficiency of investment, or the aggregate supply function 
have become the cornerstone for a general macro theory of the 
market, not to mention the strategic role which Keynes’ national- 
income analysis now plays in such diverse fields as economic 
budgeting and the study of economic change. 

The last reference is perhaps the most surprising. It has often 
been pointed out that Keynes’ analytical framework is basically 
static. Not only are the main data—tastes as well as obstacles— 
taken as given, but the variables are all related to the same point 
of time. To be sure, there are Notes on the Trade Cycle and 
“occasional digressions,’’ which concern themselves with “the slow 
effects of secular progress” (General Theory, p. 109). But these 
passages are too vague to have stimulated more than general specu- 
lations on the dynamics of the economic process. In this field the 
real advances that the Keynesian work has promoted stem from 
the subsequent “‘dynamization” of some of its static concepts. 


* AuTHoR’s NoTE—I wish to express special thanks to Hans Neisser for a number 
of critical suggestions, pertaining in particular to Section VIII, and to Elizabeth Todd 
for her creative editorship. 
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Harrod’s synthesis of the multiplier and the accelerator, later 
refined by Samuelson, Hicks’ “multiplier in a changing economy,” 
and again Harrod’s dynamization of the saving-investment identity 
are cases in point. A book like Hicks’ recent study on the trade 
cycle is hardly conceivable without the building blocks of Keynes- 
ian economics. Only on these foundations could he succeed 
in formalizing his model to such a degree that it can serve as illus- 
tration for quite a number of seemingly contradictory theories. 

In long-term dynamics, progress along these lines has only 
started. Of the typical dynamic relations that rule in business 
cycles, namely lags and derivations, only the latter appear, on a 
priori grounds, to be relevant also in secular change. But, as 
Harrod and Domar have shown, certain circular mechanisms, like 
the interaction between multiplier and accelerator, are useful 
tools also in the study of self-reenforcing growth. 


I 


The more we learn about the various modes of change and their 
interaction, the more important it becomes that we form a clear 
notion of the substratum of such changes. More precisely, our 
ultimate success in handling dynamic phenomena.analytically will 
depend upon a full grasp not only of the change processes them- 
selves, but also of the strategic variables of the economic system 
which are exposed to change. 

In this respect Keynes’ contribution has been even more authori- 
tative, though perhaps, as this paper is to show, less definitive. 
At any rate, the skeleton of practically all dynamic models designed 
in recent years is Keynes’ national-income identity, or the saving- 
investment identity derived from it. Thus the basic variables 


1 These and subsequent references are meant as random examples of the indirect 
effect of Keynes upon modern dynamic theory, rather than as a survey of the influ- 
ences that have shaped the latter. Otherwise pre-Keynesian contributions like those 
of J. M. Ciark, Frisch, Tinbergen, Kalecki, and especially the Swedish School could 
not be passed over. See in this respect the interesting methodological introduction 
in William Fellner’s “Employment Theory and Business Cycles,” in A Survey of 
Contemporary Economics, edited by Howard S. Ellis (Philadelphia 1948) pp. 49-98. 








or 
wl 
of 


rel 
sul 
to. 


Fre 
refi 











A STRUCTURAL MODEL OF PRODUCTION 187 


with which modern dynamic analysis operates are aggregate income 
or output and its components: consumption and saving, or con- 
sumption and investment. In the models of secular growth, 
induced investment is usually distinguished from autonomous 
investment, and a variable for the capital stock and its deprecia- 
tion is added. The same specifications are found in certain busi- 
ness-cycle models, some of which take account also of employment, 
wage and profit rates, and the general price level. More often 
employment is, in Keynesian fashion, supposed to be uniquely 
correlated with national income, whereas the basic wage rate is 
treated as a datum, in accord with Keynes’ use of the wage unit 
as the fixed value unit of the system. 

The variables enumerated here are fairly representative of the 
models devised, for example, by Goodwin, Hansen, Harrod, Hicks, 
Lange, or Metzler in business-cycle analysis, and by Domar and 
Harrod in growth analysis.2, One may wonder whether the choice 
is wide enough for the study of all dynamic phenomena—wide 
enough for such problems as the employment and income effects 
of technical changes, or the peculiar demand and supply con- 
ditions affecting the early development stages of so-called back- 
ward regions. Nevertheless, our interest here does not center on 
possible gaps in the set of variables on which post-Keynesian 
dynamics builds. What provokes comment is the peculiar manner 
in which the elements composing the set appear in the various 
models. 

As a rule, all these variables are treated solely as value aggregates 
or price sums, to the exclusion of the physical-technical properties 
which attach to them in an industrial system. The implications 
of this practice can best be shown by considering the one magni- 


2I am disregarding certain empirical models, like those of Tinbergen or Klein 
relating to fluctuations in specific economies. These models—which, for example, 
subdivide income according to sources, and savings and money stocks according 
to holders, and introduce the government sector as well as foreign economic relations 
—are much more highly differentiated than the theoretical models referred to above. 
From what follows it will become clear, however, that the particular proposal for 
refinement submitted here goes in a different direction. 
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tude which even conventional analysis subdivides into physically 
distinct components: national income, as made up of consumption 
and investment. There the difference in the technical functions 
which certain groups of commodities and services perform has 
been fully recognized, and the integral concepts of income and 
output have been disaggregated accordingly. But no further 
reduction, in physical terms, of the component parts themselves 
—that is, consumption and, above all, investment—is customary. 
This is quite surprising considering the importance which certain 
modern business-cycle theories, for example, attach to the physical 
form taken by investment: fixed capital or working capital, for 
either additional consumer goods or additional capital goods.* 
Once we treat the law of diminishing returns less cavalierly than 
has become customary in building long-term dynamic models, we 
shall have to distinguish between the output of raw materials and 
that of manufacturing. Still more complicated physical differen- 
tiation is required if, in dealing with technical changes, we give 
up the simple notion of “neutral” inventions, which are on balance 
neither labor-saving nor capital-saving (Harrod). Then it be- 
comes essential to diagnose the precise locus of the technical 
reorganization: in the sphere of consumer goods or of capital 
goods, in the stage of finished output or in some earlier stage of 
production. 

Such studies of the physical-technical relationships among the 
main sectors of the productive structure would by no means have 
only academic interest. Twice during the last decade a speedy 
adjustment of American industry to the requirements of defense 
was impeded by a peculiar physical bottleneck, the lack of machine 
tools. What stands in the way of an accelerated development of 
backward regions is not so much general poverty as scarcity of 
specific commodities, namely capital goods, the physical form of 
which changes typically with the progress in development. 


3 It is obvious that the distinction between induced and autonomous investment 
is of little help in this respect, since it refers to the dimension of values rather 


than to that of physical aggregates. 
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Still, it is not difficult to understand why the physical aspects of 
the productive order, and thus the physical conditions for dynamic 
equilibrium, have received so little attention in both neoclassical 
and Keynesian economics. Obviously their significance is directly 
related to the extent to which the dynamic process is exposed to 
large internal shifts of specific resources more or less fully utilized. 
The whole issue can safely be disregarded if resources are by and 
large non-specific, or if the normal state of the system is one of 
underemployment. ‘The former condition is assumed in most 
neoclassical reasoning, whereas the latter proposition is in the 
center of Keynesian analysis. Certainly the premise of non-spe- 
cificity, which was taken over into neoclassical theory from the 
older classical notion of the “natural” mobility of the factors of 
production, has never been realistic, and has become less so with 
the progress of large-scale industrialization. On the other hand, 
the Keynesian proposition of underutilization of resources pretty 
well pictured the facts of the nineteenth and early twentieth cen- 
turies, except in boom periods. Such underutilization, though 
logically contradicting the full-employment framework of neo- 
classical analysis, made many of the latter’s conclusions empirically 
valid, among them the thesis of the short-run adaptability of the 
system to large shifts. Most internal adjustments took the form of 
different rates of growth of the strategic sectors, brought about 
within a secular process of aggregate expansion. By focusing 
attention on aggregate changes, Keynesian economics enhanced 
the traditional belief in the ease with which sectional shifts can 
be carried out. . 

As no one realized more clearly than Keynes himself, the prac- 
tical success of his teaching, brought about through an effective 
full-employment policy, would make classical theory ‘‘come into 
its own again.” In the present context this means that in the 
absence of short-run variations of aggregate employment and out- 
put, internal adjustments have to take the Ricardian form of shift- 
ing the factors of production among the sectors—but this must 
now occur under structural conditions in which the Ricardian 
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premise of perfect mobility has been superseded by the specificity 
of most inputs, not to mention the monopolistic and monopsonistic 
obstacles to speedy adjustment. 


II 


If this diagnosis of the adjustment problem under “regulated” 
capitalism is correct, the need for a model which takes account of 
the sectional differentiation of the process of production can 
hardly be denied. As we have seen, the task is not one of merely 
adding more variables to the Keynesian set. Nor is it one of 
disaggregation in general. In the latter case Leontief’s input- 
output table would present the ideal solution. There, in con- 
formance with the Walrasian model of general equilibrium, the 
physical interrelationships among all the elementary sectors of 
production, transportation, distribution, and consumption have 
been registered, with their quantitative interdependence described 
for particular years in the American economy. For the solution of 
practical problems of comprehensive planning and “program- 
ming,” a detailed schema of the Leontief type seems indispensable. 
But for general analytical purposes its greatest advantage, the high 
degree of disaggregation, turns into an obstacle. 

One reason for this is that it is extremely difficult to trace the 
dynamic path for such a large number of variables, and to impute 
their behavior to specific causes, especially if they are exposed 
to several stimuli simultaneously. For another thing, a study of 
the most typical dynamic processes—changes in aggregate demand, 
in the supply of labor, natural resources, savings, and money, and 
in the technique of production—makes desirable a higher degree 
of aggregation, in order to throw into clearer relief the pertinent 


4See Wassily W. Leontief, The Structure of American Economy, 1919-39 (Cam- 
bridge, Mass. 1951). A general outline of the input-output model, though not its 
empirical-statistical application, was presented earlier by Alfred Kahler, in Die 
Theorie der Arbeiterfreisetzung durch die Maschine (Leipzig 1933) Chapter IV. For 
an interesting discussion of the model in relation to other approaches see R. Solow, 
“On the Structure of Linear Models,’ 


29-46. 


in Econometrica, vol. 20 (January 1952) pp. 
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features of the physical structure of production. Certainly, speci- 
ficity of inputs and outputs creates adjustment problems ultimately 
for each individual firm. But the ensuing frictions become rele- 
vant for the stability of the system only when their size and locus 
exert a marked effect on the strategic variables, such as aggregate 
income and its distribution, spending and hoarding, consumption, 
saving and investment. ‘Thus the task consists in choosing a level 
of aggregation between those chosen by Keynes and Leontief—high 
enough to permit analytical manipulation of complex dynamic 
processes, low enough to reflect those physical properties of an 
industrial market which affect its general stability. 

As a matter of fact, a model of the productive process satisfying 
these requirements has been available for well over half a century. 
But it has been stowed away in a place where academic economics, 
at least its Anglo-American brand, is unlikely to search for con- 
ceptual enlightenment. I refer to the schema of production, more 
precisely of reproduction, which is contained in the second volume 
of Marx’s Capital.® Inspired by Quesnay’s “tableau économique,” 
Marx’s schema is the only comprehensive macro-economic model 
of the industrial process of production established before Keynes. 

This claim may seem exaggerated in view of the so-called 
Austrian model of the structure of production, which was first 
expounded by Eugen von Béhm-Bawerk, only six years after the 
publication of the second volume of Capital. ‘Through the work 
of Wicksell, and the studies of von Mises and von Hayek on money 
and business cycles, the Austrian concept has had great influence 
on Anglo-American economic thinking. But as I shall presently 


5 Kerr edition (1933) vol. 2,.Chapter XX. This chapter, first published in 1885, 
should be read in conjunction with a section in Marx’s Theorien iiber den Mehrwert, 
vol. 1 (Stuttgart 1905) pp. 164-252; an English edition of volume 1 of this work 
was recently published under the title A History of Economic Theories (New York 
1952), of which see Chapters IV-VII. See also Paul M. Sweezy, The Theory of 
Capitalist Development (New York 1942) Chapters V and X and Appendix A, and 
Joan Robinson, “The Model of an Expanding Economy,” in Economic Journal, vol. 
62 (March 1952) pp. 42-53. 

6 See his Positive Theory of Capital, first published in 1891, in Jena (Book II, 
Section IV). 





142 SOCIAL RESEARCH 


have occasion to point out more precisely, the Austrian schema 
depicts only a certain segment of the industrial process, a segment, 
moreover, which Marx discusses at length in the Theorien tiber 
den Mehrwert (pp. 198-231). In fairness to BOhm-Bawerk’s con- 
tribution it should be mentioned, however, that the Theorien was 
published only in 1905, though Marx wrote it, according to Engels’ 
testimony, between 1861 and 1863. In this context a word of 
acknowledgment is due to John Bates Clark, who as early as 1899 
gave a brief description of the flow of production which exhibits 
in essence all the basic features of Marx’s schema.* What pre- 
vented Clark from drawing the full benefit from his model is the 
fact that he used it as an expository device rather than as a tool 
of analysis. 

The credit for having synthesized the original ideas of Marx 
and Bohm-Bawerk in an overall presentation of the problem 
belongs to F. A. Burchardt.§ His study corrects some errors in 
Marx’s exposition, in particular his confusion of stocks and flows, 
and adds all that is valuable in B6hm-Bawerk’s version. ‘Though 
mainly concerned with the static aspects of a schema of production, 
Burchardt leaves no doubt about its relevance as an instrument 
for dynamic analysis. In what follows I shall draw heavily on 
Burchardt’s essay, in the original drafting of which I was privi- 
leged to participate. I shall concentrate, however, on the positive 
solution of the problem under investigation, refraining from all 
polemical digressions. In particular, I shall not go into my reser- 
vations regarding the Austrian concept of the structure of produc- 
tion, an extensive critique of which can be found in Burchardt’s 
essay. 

7 John Bates Clark, The Distribution of Wealth (New York 1899) Chapters XVIII- 
XX; see also his Essentials of Economic Theory (New York 1924) Chapters IV, V, XV. 
8 F. A. Burchardt, “Die Schemata des stationiren Kreislaufs bei Bbhm-Bawerk und 
Marx,” in Weltwirtschaftliches Archiv, Kiel, vol. 34 (1931) pp. 525-64, and vol. 35 
(1932) pp. 116-76. In “The Schematic Representation of the Structure of Produc- 
tion,” Review of Economic Studies, vol. 2 (June 1935) pp. 232-44, Ragnar Nurkse 


has delineated certain aspects of Burchardt’s work. See also David Hawkins, “Some 
Conditions of Macroeconomic Stability,” in Econometrica, vol. 16 (October 1948) 


PP- 309-22. 
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III 


If at any point of time we were to undertake a census of an indus- 
trial community’s wealth in physical terms, we would find 
altogether four different stocks: a stock of labor; a stock of natural 
resources; a stock of equipment, such as plants, machinery, 
residential buildings; and a stock of other commodities, which 
shall presently be discussed specifically. 

We would find these stocks distributed among a number of 
productive units, whose activity consists in converting, through 
certain technical processes, portions of some or all of the stocks 
into new commodities. This yields us the most general definition 
of “production,” in the technical sense of the word—the only 
sense in which we are interested at the moment. 

It will prove useful to subdivide these stocks in four progressive 
steps, as follows: 

First, we can distinguish between “‘original” stocks—labor and 
natural resources, which are the ultimate data of the productive 
process—and ‘“‘manufactured” stocks, represented by the last two 
types of commodities included in the list. 

Second, concentrating on the manufactured stocks in particular, 
we can subdivide them according to the degree of “completion.” 
Unfinished and finished commodities are easily distinguished, 
with the latter defined as those that are “ready for use.” It is 
conventional to subdivide the group of unfinished commodities 
further into raw materials and semi-manufactured goods, but 
there is no easy criterion for this distinction. Since production 
as a technical process consists of an unbroken chain of operations, 
any caesura made in order to establish definite “stages” of com- 
pletion is arbitrary. ‘This will have to be kept in mind when 
presently, for reasons of exposition, we devise a “stage” model. 
As for transportation and commerce, it is convenient to include 
these activities in our definition of production, and to regard a 
commodity as completed only when it has reached its fina] place 


and time of use. 
Third, narrowing down our field of vision still further, we can 
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classify the group of finished commodities according to their 
specific use as either consumer goods or equipment goods. The 
former are used up in the households, whereas the latter are used 
up during the process of production. (The term “used up” 
defines precisely what happens to equipment and consumer goods, 
in distinction to what happens to the stock of unfinished goods, 
which are “used” but not “used up” during the process of produc- 
tion.) It must be stressed that the physical appearance of a com- 
modity does not always clearly indicate in which group it belongs. 
The obvious example is coal. It can serve, on the one hand, as a 
consumer good in the household, on the other hand as an auxiliary 
material and even as an unfinished commodity (chemical industry) 
in the productive process. In any concrete case it should be possi- 
ble, however, to establish the function of a good unambiguously. 

Fourth, our final distinction refers to what figures in the litera- 
ture as the difference between ‘“‘durable” and “non-durable” com- 
modities. The terminology is not a particularly useful guide to 
what the distinction is meant to convey. It is true that the number 
of services a finished commodity is capable of rendering is of great 
importance for the study of dynamic processes; this is true, for 
example, of most equipment goods. But some of the essential 
problems that arise in this connection should be treated from 
the point of view of “‘divisibility” rather than “durability.” Divisi- 
bility as an economic concept depends, however, on the prevailing 
terms of purchase or hire, no less than on the technical properties 
of the good in question. 

A distinction which takes account of these latter complications 
is that between goods bought with “income” and goods bought 
with “capital,” in the sense of savings funds and business funds.® 
This classification is especially helpful for deciding on certain 
borderline cases. I refer to residential buildings and a number of, 
other “durable” and “semi-durable” goods like automobiles which, 
though intended for use in final consumption, are as a rule 


®I borrow the distinction from Hans Neisser, Some International Aspects of the 
Business Cycle (Philadelphia 1936) pp. 13-14. 
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financed by means other than current income. They should be 
treated like equipment goods, and only their services entered on 
the side of consumption. And also certain auxiliary materials— 
like coal applied as industrial fuel, or lubricant oils, which are 
used up in one single act of production—though certainly non- 
durable in the conventional sense, are, because of their economic 
functions, preferably classified with productive equipment, which 
is what our definition does.’ 

Thus far we have dealt with the types of goods and services that 
make up the physical wealth of a community. It will also be 
necessary for us to distinguish the productive units in which these 
goods and services are combined, or from whose productive activity 
they emanate. In this respect our fundamental distinction is 
between consumer-goods and equipment-goods industries. Above 
we have confined the terms “consumer good” and “equipment 
good” to the finished products ready to be “used up.” In now 
classifying the two basic industrial groups, it is convenient to 
extend the meaning of these terms so that they include all stages 
of production that lead up to the finished goods. In other words, 
our category of consumer-goods industries includes not only those 
productive units that actually “complete” the finished good, but 
all other units preceding the final stage in the process of com- 
pletion and thus producing. unfinished goods which are to mature 
into finished consumer goods. The same considerations are valid 
for our definition of equipment-goods industries. 

Since the physical distinction between the goods belonging to 
the two groups is blurred, it cannot be expected that the respective 
industries are clearly divided up. On the contrary, certain indus- 
tries, like coal mining or chemical production, belong to both 
categories, and it is again only the concrete situation which, reveal- 
ing the purpose, can tell us where to draw the exact dividing line. 

Among the equipment-goods industries I propose to distinguish 


10 See the discussion of this category in Burchardt, op. cit., pp. 122, 127-28, where 
certain minor problems regarding it are satisfactorily disposed of. I propose to 
disregard them in the subsequent exposition. 
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between those that produce equipment to be applied in the pro- the 
duction of consumer goods, and others that produce equipment any 
for the equipment-goods industries themselves. Once more it is the 
not postulated that this distinction is always reflected in the actual add 
differentiation of the business units that make up the equipment a fic 
industry as a whole. But for certain analytical purposes it is im- C 
portant to subdivide at least the output of finished equipment seve 
goods according to these two categories. stag 
We now move on from the consideration of stocks to that of the stag 
relevant flows. A continuous flow of production requires that the botl 
industrial groups, the various stages of completion into which they stag 
are subdivided, and the portions of each of the four stocks of of th 
goods and services assigned to the individual productive units in arra 
every stage of every group, are arranged in a definite order. ‘This proc 
order changes, as a rule, with changes in the technique of produc- fact 
tion. But given a certain technique of production, the relative labo 
size and the sequence of the groups and stages are determined. its 0 
This has never been contested for the size and sequence of the locat 
stages, and there the conceptions of Marx and B6hm-Bawerk coin- capi 
cide. Such an order of stages can easily be described, as shown natu 
in the accompanying model, in which N stands for the stock of finis| 
Te 
Stocks and Input Flows Output Flows fulfil 
N,+F,+R, a Ww, = cotton 
No + Fy + Re+ Wi _—> We = yarn a 
N; + Fs + Rs + we cinta w; — cloth besic 
N,+F,+ R,+ ws —_—s wy — c = dress In a 
have 
labor, F for the stock of fixed-capital goods available at each stage relea 
(though in B6hm-Bawerk’s and Hayek’s models, F does not appear the s 
among the factors of production), and R for the stock of natural noth 
resources. Capital letters are used to indicate stocks, irrespective have 
of how much of each stock enters the actual flow of production labor 
during any given period of time. Flows are symbolized by lower- econc 
case letters. The arrows signify no more than the causal relation- expo: 
ship between stocks and inputs on the one hand and outputs on Th 
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the other hand, and at this stage of our analysis do not express 
any definite quantitative order. Similarly, the plus signs symbolize 
the technical fact of “combination,” rather than any numerical 
addition; since N, F, and R represent stocks, whereas w represents 
a flow, summation in the proper sense is obviously impossible. 

Our stage model contains only one set of flow magnitudes: 
several items of working-capital goods, denoted by w. In the first 
stage this symbol appears only once, indicating the output of that 
stage. In each of the subsequent stages, however, it appears twice, 
both as an item of input and as an item of output. And at any 
stage the input w is always of the same kind (though not necessarily 
of the same quantity) as the output w of the preceding stage. This 
arrangement manifests the technical meaning of the process of 
production as the progressive transformation of the “passive” 
factor—natural resources—with the help of the “active” factors— 
labor and fixed-capital goods. In this process the factor R plays 
its main role in the first stage, but since every plant has to have a 
location it cannot be eliminated from the later stages. Working- 
capital goods are in this sense nothing but partially transformed 
natural resources, which in the final stage take on the form of the 
finished good—in our model, a finished consumer good. 

To assure continuity of production, two conditions have to be 
fulfilled. ‘The active factors have to operate in a predetermined 
sequence on the passive factors, among which we may now count, 
besides natural resources, also the inputs of working-capital goods. 
In addition, the stocks of active factors and of natural resources 
have to be continuously replenished in proportion to what they 
release into actual production. With regard to the renewal of 
the stocks of labor and natural resources, economic analysis has 
nothing to say. Except in a slave economy, in which labor would 
have to be treated as a fixed-capital good, a continuing supply of 
labor and natural resources belongs among the “data” of the 
economic process which will be taken for granted in our further 
exposition. 

The case is different with regard to fixed-capital goods, and it 
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is at this point that the models of Marx and Bohm-Bawerk part 
company. Fixed equipment is as much the result of natural re- 
sources, gradually transformed with the help of labor and fixed- 
capital goods, as are dresses or hats. Therefore by changing the 
quality of the inputs in our stage model, we can arrive at a se- 
quence of, say, ore-pigiron-steel-machinery, which illustrates the 
process of production of a fixed-capital good. 

But we see at once that this procedure does not solve one basic 
difficulty. In adding a second stage model illustrating the output 
of fixed-capital goods, we tacitly assume the existence of further 
fixed-capital goods which can function as input factors in the 
production of such goods, and we seem to be involved in an infinite 
regress. To avoid this dilemma we might look for a kind of fixed- 
capital good which is produced with the help of labor and natural 
resources only. Obviously this would take us back to the begin- 
ning of history, when primitive man first picked up a stone to 
use it asa tool. This not only would teach us little about economic 
history, but would utterly fail to explain how, on our level of 
industrial civilization, the existing stock of fixed-capital goods is 
continuously renewed in the technical sense, not to say expanded, 
if we assume that the available stock of equipment is fully 
utilized. 

Burchardt (pp. 137-40) has drawn attention to a more elemen- 
tary situation which poses the same problem. We meet it in agri- 
cultural production, even under the most primitive conditions. 
How can the output of, say, wheat be maintained? Disregarding 
tools altogether, we require for this purpose labor, land, and seed 
wheat. A constant yield is assured only if part of the final product, 
wheat, is allotted every year not to consumption but, in the form 
of seed wheat, to the production of the next crop. And if the 
next crop is to be increased over the present one, the ratio of the 
productive use to the consumptive use of wheat has to be raised. 

What makes this example illustrative for our problem, and 
points the way to its solution, is not the acts of gross saving and 
net saving as such, but the technical precondition on which they 
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rest. The required shift in use is possible only because wheat 
and seed wheat are physically identical goods. Thus the primary 
condition for the economic reproduction of wheat is its physical 
capacity for self-reproduction. 

The lesson is obvious. Only if we succeed in discovering in 
the realm of fixed-capital goods certain instruments which share 
with wheat the capacity for physical self-reproduction can our 
problem be solved. In other words, we have to look for a type 
of equipment which is technically suited to produce other equip- 
ment as well as its own kind. What we find, as a matter of fact, 
is not one single instrument, but the comprehensive group of 
instruments which are classified as machine tools. They are for 
industrial production what seed wheat or the reproductive system 
in animals represents for agricultural production. They form an 
indispensable part of input whenever an equipment good, includ- 
ing machine tools themselves, is to be produced. And in the 
industrial sphere, as is the case in the agricultural sphere, saving 
and investing rest on a technical foundation: the fact that the 
existing stock of machine tools can be used for the production of 


new machine tools. 


IV 


We have now collected all the basic elements with the help of 
which the main physical-technical conditions for a continuous flow 
of industrial production can be described. I propose first to illus- 
trate the resulting model by a diagram, and then to present in 
algebraic form certain important relations among the variables. 
In the accompanying diagram of the model the essential features 
are as follows, if we disregard the arabic numbers for the time 
being. 

The order of production has been vertically divided into the 
two elementary groups, equipment-goods industries and consumer- 
goods industries, henceforth denoted respectively by the Roman 
numerals I and II. To simplify presentation, Group II is drawn 
on a smaller scale than I, and is represented by one good only. 
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Group I, on the other hand, has been subdivided into Ia, which 
produces the fixed-capital goods applied in Group I, and Ib, which 
supplies Group II. The division is technically relevant only for 
the last stage, where the productive process in Group I divides into 
different types of finished goods. All groups are horizontally 
divided into four stages, representing the successive maturing of 
natural resources into finished goods. Again for the sake of sim- 
plicity, the number of stages is made the same in each group. 

On both sides of the schema are recorded the active factors— 
labor, fixed-capital goods, and natural resources—the continuous 
application of which maintains the process of production. In each 
main group these three factors appear at each stage. Again they 
are denoted by capital letters (N, F, R), to show that we are deal- 
ing with stocks. For the fixed-capital goods the particular physical 
form in which these goods appear is indicated. 

All other magnitudes measure flows—input and output flows— 
over a certain period of time. The input flows are the specific 
amounts of the stocks of active factors which enter the productive 
process at each stage during the given period; these are indicated 
by the small letters n, f, and r, representing, respectively, the hours 
of labor, the wear and tear on the fixed-capital goods, and the 
amount of natural resources which constitute the inputs of N, F, 
and R over the period. The output flows are represented by the 
shaded rectangles, which show, in each stage, the outputs pro- 
duced by the inputs of active factors in combination with the 
working-capital goods of that stage. 

It has already been mentioned that, from the technical point 


11 The Marxian schema depicts only the two main groups, a procedure to which 
also Burchardt adheres. As will be shown below, however, the path of many 
dynamic processes is determined by the relationships which exist between Ia and Ib 
and between Ib and II. I first pointed out the need for a tripartite schema in my 
paper “Wie ist Konjunkturtheorie iiberhaupt méglich?” in Weltwirtschaftliches 
Archiv, vol. 24 (1926) pp. 165-97. It need hardly be stressed that the tripartite 
schema discussed in the text must not be confused with another tripartite schema, 
which L. von Bortkiewicz used in his famous critique of the manner in which Marx 
transformed “values” into prices. A lucid survey of this discussion is contained in 


Sweezy, op. cit., Chapter VII. 
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of view, the number of stages and the points of separation between 
two stages are arbitrary, and this is true also of any attempt to 
construct a total from a combination of all stages. Certainly such 
a total must not be mistaken for a measure of the “flow of working 
capital” over a given period, a concept that will be examined more 
closely in the last section of this paper. To be sure, an exact mean- 
ing can be attached to the sum total of all stages if we interpret 
the order of stages as an indicator of business differentiation. Then 
the total measures the aggregate exchange transactions that occur 
during the process of transforming natural resources into finished 
goods. But this magnitude, though of great importance for mone- 
tary analysis, has no relevance for the physical-technical aspect of 
production. 

The situation is different with the concept of a stock of working- 
capital goods. Such a stock must indeed be available continuously 
if the flow of production is to be continuous. It is not imme- 
diately visible in our schema, but it can easily be derived from its 
elements. To do so we had best start from the moment when the 
production flow is generated for the first time. To set it in motion, 
a certain amount of active factors has to be combined with a cer- 
tain amount of natural resources in the first stage. The resulting 
output moves to the next stage, to be combined there with another 
set of active factors, while at the same time a second set of such 
factors appears in the first stage—and so on until after a certain 
lapse of time the first quantity of finished output becomes avail- 
able. From then on, every additional unit of input is matched 
by a unit of output; but an amount of input equivalent to that 
accumulated in the various stages during the period of gestation 
remains permanently in the system so long as production con- 


tinues in its original dimensions. 

It is this amount of output of intermediate goods built up dur- 
ing the gestation period which measures the permanent stock of ° 
working-capital goods in a functioning system. This permanent 
stock depends on what can be called the period of maturation, 
that is, the average time it takes to transform a unit of natural 
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resources into a finished good, and on the aggregate input of active 
factors which enter the system during this period. It is not easy 
to determine the period of maturation statistically; conceptually 


the term is unambiguous.” 


V 


The purpose of the schema is to represent the process of produc- 
tion as a number of interdependent flows which are themselves 
related to the basic stocks of the system. 

If we concentrate, to begin with, on Group II, we find there a 
vertical as well as a horizontal flow. Vertically, natural resources 
flow in progressive transformation down to the level of finished 
consumer goods. But the continuity of this vertical flow is assured 
only by a horizontal flow, from I to II, of certain amounts of 
fixed-capital goods—large enough at least to replace the fixed- 
capital goods used up in every stage during the vertical flow 
occurring in Group II. 

The vertical flow is the same in Group I. At first glance there 
is, however, an important difference with regard to the horizontal 
flow. In Group I the currently used-up equipment is replaced 
from the output of that group itself—more precisely, from the 
output of Ia. Thus the latter horizontal flow—which is as neces- 
sary for the continuity of production in I as the above-mentioned 
horizontal flow is in II—consists of a portion of the vertical flow 
which “turns back’’; that is, it is a circular flow. 

This apparent difference between I and II can be resolved by 
a simple postulate, which has an analogy in the classical definition 
of “gross produce.” Just as the output of I currently replaces the 

12 Denoting by m the period of maturation, by p any period over which we wish 
to measure output, and by A the aggregate input of active factors during p, we 
have for the stock of working-capital goods Am/2p. The factor 2 enters the denomi- 
nator because the stock of working-capital goods equals the successive factor input 
during the period of maturation, which is half the simultaneous factor input that 
occurs over that period in a continuous flow. The problem has been discussed by 


D. H. Robertson in his famous analogy with a “sausage machine” (Money, Cam- 
bridge, Eng. 1932, Chapter V, paragraph 7), and was earlier considered by Béhm- 


Bawerk (op. cit., Appendix XIV). 
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used-up fixed-capital goods, the output of II can be interpreted 
as the replacement of the input of the labor factor.1% Then we 
have, besides the vertical flows, a circular as well as a horizontal 
flow in each major group. In II the horizontal flow replaces the 
worn-out fixed-capital goods, whereas the circular flow restores the 
labor stock operating there. Conversely, in I the circular flow 
restores the stock of fixed-capital goods, whereas a horizontal flow 
from II replaces the labor used up in I. 

Thus understood, any process of production, stationary or 
dynamic, consists in combining over a certain period a portion of 
the available stock of original factors (labor and natural resources) 
with a portion of the available stocks of fixed-capital and working- 
capital goods. Then all that production can achieve is to increase 
or decrease or keep constant, with the help of the free gifts of 
nature, the existing stocks of labor and capital goods. From this 
point of view the “‘purpose”’ of production can be seen in the main- 
tenance or change of the productive capital of the system—a 
technological purpose. And this view can be taken with the same 
logical right with which we customarily establish a sociological 
purpose—relating to the maintenance or change of the “human 
capital’ —when we make consumption the final criterion. As a 
matter of fact, from the point of view of economic accounting, 
both interpretations are defective, because they obscure the circu- 
lar nature of the productive process. 

It is the failure of most models based on the Austrian concept of 


13 At this point I should make explicit a simplification which has been introduced 
into the schema for didactic purposes only. I have confined the number of “income- 
receiving” factors to two: labor and natural resources. In what follows I shall go 
even farther and treat natural resources as free gifts. All this, of course, is tenable 
only for a stationary process, and even there prevailing opinion insists on regarding 
interest as a positive magnitude. And once we pass on to dynamic conditions, the 
possible sources of net receipts multiply. The difficulty can be resolved, however, 
if we redefine the symbol N as standing for all “income-receiving” factors. The, 
same arrangement makes it possible to dispense with the surplus-value item, which 
plays such a central role in Marx’s formulation of the schema. In a stationary flow, 
surplus value represents, if its existence can be demonstrated at all, only a specific 
form of income devoted to the purchase of consumer goods. The manner in which 
the saving and investing of parts of income affect the schema will be indicated below. 
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the structure of production that they disregard the circular flows, 
concentrating rather on the linear ones. There is indeed within 
each group one linear flow, from the first down to the last stage. 
But to keep industrial production functioning, no less than five 
circular processes are required, in addition. 

Two of these arise from the fact that within each major group 
one circular flow channels part of the finished output back to the 
stock of factors employed in that group: in Group II, consumer 
goods back to the labor employed; and in Group I, fixed-capital 
goods back to the equipment employed. 

Two others arise from the fact that between the two groups 
circular flows channel part of the output of each group into the 
other: consumer goods flow to the stock of labor employed in I; 
and fixed-capital goods flow to the stock of equipment employed 
in II. 

Finally, there is a circular flow within I, for which there is no 
parallel in II. More precisely, it concerns Ia, where machine 
tools and the equipment used in I are continuously replaced. 
From the purely technical point of view, as we have seen above, 
this last circular flow is the most important. It depicts the act of 
self-reproduction without which a continuous productive process, 
not to mention its expansion, would be physically impossible. In 
the labor factor it has its equivalent in the bio-sociological organi- 
zation of man—which, however, is part of the schema of produc- 


tion only in a slave economy. 


VI 


If the schema is to serve as a tool for dynamic analysis, we have 
now to transform it from an expository device into a set of quanti- 
tative relations. Both the linear and the circular processes lend 
themselves to such transformation. We shall concentrate here on 
the circular flows, that is, on the interrelations between the 
finished outputs of the groups and subgroups—and this for two 
reasons. On the one hand, modern theory, in spite of its stress on 
the distinction between consumption and investment, has paid 
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little attention to certain intergroup relations which prove requi- 
site for equilibrium, stationary or dynamic. On the other hand, 
the answers to certain basic problems in business-cycle theory, 
as well as in the analysis of growth, hinge on an understanding of 
these very relations. 

Our first step will be to consolidate the productive results of 
our successive stages, thus obtaining aggregates of group outputs. 
For this purpose we shall focus on the relationship which exists, 
in each group, between the aggregate output and the aggregate 
input of active factors in all stages during the period of observation. 

In the following algebraic formulations the output of Group Ia 
has been designated as a, and that of Ib as b, while for the output 
of Group II the letter z is used (this choice of letters is intended 
to emphasize the technical propinquity of the outputs in the sub- 
groups of I). The n, f, and r notations stand for the aggregate 
factor inputs (labor, fixed-capital goods, and natural resources, 
respectively) in all stages of the specified group, the relevant group 
being specified by enclosing its symbol in parentheses; thus n(a) 
signifies the labor input in Group Ia, and f(z) the input of fixed- 
capital goods in Group II. Successive periods of observation are 
designated as t’ and t”. 

In the three expressions numbered (1) we start from the most 
general causal relationship. The symbols on the right side of the 
arrows stand for the “progress in completion” which takes place 


ay ———» 9 n(a)e + Ea) + Taye 
(1) De ——» 9 (b)p+ f(b) + 1(b)y 
Zp > «(Ze + F(Z) + TZ)’ 


during the period t’ in the production of equipment goods (a) 
intended to make other equipment goods, equipment goods (b) 
intended to make consumer goods, and, finally, consumer goods 
themselves (z). “These expressions, however, tell us only that the 
outputs are the effects of the inputs. 

Much more can be said if we postulate continuous production; 
then a, b, and z assume the exclusive meaning of finished output 
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in the respective groups, and we have the (2) set of equations (here, 
and in what follows, it is assumed that natural resources are free 
goods). These equations mean that the output of finished equip- 
ment (a and b) during one period must, at least, suffice physically 
to replace the fixed-capital goods worn out during the preceding 


apr = £(a)e + f(b), 
(2) Dy» = f(z) 
Zyr = N(a)y + N(b)y + N(Z)e 


period; and that, in accordance with our previous interpretation, 
the same relationship exists between the output of finished con- 
sumer goods (z) and the preceding input of labor. The (2) equa- 
tions are strictly valid only over a period which covers the full 
life of the available stock of fixed-capital goods. During any 
period shorter than that it is possible, of course, to continue pro- 
duction without actual replacements. We also have to disregard 
the existence of liquid capital, that is, inventories of fixed-capital 
goods, working-capital goods, and consumer goods. 

These qualifications vanish if we postulate stationary equilib- 
rium. Then the finished output of Group Ia—henceforth called 
primary machinery—must, in any period, be physically equal to 
the equipment input in Group I as a whole during the preceding, 
as during the subsequent, period. A similar equality has to prevail 
between the output of Group Ib—henceforth called secondary 
machinery—and the equipment input in Group II, and also 
between the output of Group II and the absorption of consumer 
goods on the part of all income-receiving factors. But—and only 
this clarifies the physical meaning of the above equations—it is 
not enough that finished equipment goods and consumer goods are 
produced in amounts sufficient, and in technical forms adequate, 
to replace the wear and tear on the stock of factors applied in the 
preceding period. Parts of the finished output of both groups 
must, as it were, change places with one another in the order of 
production. It is a situation analogous to that in foreign trade 
when each of two countries exports a certain surplus output not 
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“se 


required at home. Here, as there, the condition for the “ex- 
change” is that the physical form of the “exports” satisfies the 
requirements of the “importing” group. 

In the present context the first condition for stationary equilib- 
rium is that the current output of secondary machinery must be 
exchanged for that part of current consumer-goods output which 
is not retained for the next period’s consumption in Group II 
itself. In symbolic terms—and using q(z) to denote the ratio of 
“domestic” consumption to total consumption—we can say that 
b,—which is equal to f(z),,—must be exchanged for z,, — q(z)z,.. 
And analogously, that part of the output of primary machinery 
which is not required for the continuation of production in Group 
Ia has to replace the wear and tear on equipment goods in Group 
Ib—though here the goods “given in exchange” do not consist of 
the output of Group Ib itself. As we know, this output, consisting 
of secondary machinery, has to be wholly transferred to Group II. 
The goods given “in payment” from Ib to Ia consist of consumer 
goods intended to satisfy the income receivers in Ia, and they are 
acquired by Ib from II through the exchange process just de- 
scribed. Group Ib retains what is necessary to satisfy income 
receivers there, and exchanges the rest with Group Ia for primary 
machinery. For this process the symbolic expression is that 
[a — q (a)a],, — f(b),, exchanges for z,,— [q(b) + q(z)]z,.. 

Thus the “balance of trade”’ is established for Ia by the exchange 
of primary machinery for consumer goods, and for II by the ex- 
change of consumer goods for secondary machinery. Group Ib 
first balances its trade with Group II by exporting secondary 
machinery for consumer goods, and afterwards uses part of its 
imports for “reexport”’ to Ia. 


Thus far we have concentrated exclusively on the physical- 
technical aspects of the group relations. But it is obvious that we 
cannot speak of “exchange” between aggregates of goods unless 
there exists, apart from their physical compatibility, an equality 
in value terms. To repeat once more, a purely physical-technical 
schema of production can yield very important insights into the 
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qualitative interdependence and direction of a number of sectional 
input-output flows—insights to which there is no access in the 
dimension of values alone. The fact remains, however, that the 
size of the flows in question, and their equality or inequality in 
economic terms, cannot be determined unless we make physically 
heterogeneous quantities comparable in terms of prices. 

The arabic numbers attached to our original model are an 
attempt at such a translation of the physical magnitudes into a 
value schema. ‘They describe, as a basis for dynamic analysis, a 
stationary flow. As period for the measurement of the flows, the 
calendar year has been chosen, to which an average depreciation 
rate of 10 percent has been applied. Moreover, it is assumed that 
in each group each of the two priced factors—labor and equip- 
ment—makes the same contribution in each stage. Finally, the 
system is a closed one. Needless to say, the schema is in principle 
capable of reproducing a much more highly differentiated order 
of production, especially in the consumer-goods group, and of 
including also a government sector and interrelations with other 
systems. 

The order of the annual production flow can now be represented 
by the equations in sets (3) and (4), and the two “exchanges” noted 


n(a)e(8) + f(a)e(2) = ae(10) 
(3) n(b)¢(32) + £(b)-(8) = by-(40) 
n(z)(160) + £(z)_(40) = 2(200) 


ay(10) = £(a)-(2) + £(b)¢»(8) 
(4) by(40) = £(z)-(40) 
Z¢(200) = n(a)¢»(8) + n(b)_»(32) + m(Z)p-(160) 


f(z) (40) = by-(40) 
(5) = 2(200) — n(Z),(160) 
= n(a)e-(8) + m(b)_»(32) 


f(b) ,»(8) = ay(10) — f(a),-(2) 
(6) = 2,(200) — n(b),»(32) — n(z)»(160) 
= n(a),~(8) 
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above take the form of the equations in sets (5) and (6). The (3) 
equations can be called “group cost-price” relationships, since they 
express the value relation between aggregate inputs and outputs 
for the technically relevant groups. The (4) equations, establish- 
ing the conditions under which production is continuous in the 
relevant groups, can be labeled “group reproduction” relation- 
ships. The same name may be given to the (5) and (6) equations, 
which describe the reproduction process among the groups with 
reference to both simultaneous and successive relations between 
priced physical aggregates. 

These conditions for a stationary process of reproduction can 
be briefly stated as follows. The value of secondary machinery 
required per period in Group II must equal the output of such 
equipment produced previously in Group Ib, but must also equal 
the value of a definite amount of consumer goods—that is, the 
total previous output in Group II minus that group’s present 
requirements, which must equal the amount at present demanded 
by all income receivers in Group I as a whole. Furthermore, the 
value of primary machinery required per period in Group Ib must 
equal the surplus of such equipment produced previously in 
Group Ia over and above that group’s own present requirements, 
and must also equal the value of consumer goods at present de- 
manded by the income receivers in Group Ia. This latter magni- 
tude, in turn, must equal the total previous output in Group II 
minus the present requirements cf consumer goods in both II 
and Ib. 

This formulation points to a characteristic of the schema which 
comes into full evidence only in its algebraic formulation: the 
threefold meaning of each term as a measure for input (or output), 
for receipt, and for expenditure. In the “cost-price’” equations 
the n and f variables, for example, have to be interpreted as inputs 
of a physically distinct nature in every group, but at the same 
time as the money receipts which accrue to the “holders” of the 
respective stocks in return for their input services. In other 
words, n and f represent, respectively, specific quantities of “labor 
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bestowed” and specific pieces of equipment, as well as the wage 
sums and amortization paid in return. In the “reproduction” 
equations the same symbols represent the expenditure on consumer 
goods and equipment goods respectively. The a, b, and z vari- 
ables, on the other hand, denote, in the cost-price equations, 
physically distinct outputs as well as receipts from sales, whereas 
in the reproduction equations they measure certain aggregates of 
expenditure. 

This “ambiguity” has a parallel in the Keynesian model, which 
also has a “supply” as well as a “demand” meaning. In the first 
interpretation we deal with aggregate output, consumer-goods 
output, and investment-goods output. The second interpretation 
gives us aggregate income, divided into that part which is spent on 
consumer goods and another part called savings, which is spent on 
investment goods. Far from prejudicing analytical clarity, this 
change of meaning of the basic variables in successive transactions 
only emphasizes the circular nature of the exchange process. 


VII 


What now is the significance of the schema of production for 
dynamic analysis? To answer this question we have to supple- 
ment the formal exposition of the schema in two directions. On 
the one hand, we have to demonstrate that our model is capable 
of reproducing all relevant processes of change in a manner acces- 
sible to exact calculation. On the other hand, we have to show 
that the schema enables us to solve problems which prove refrac: 
tory under conventional treatment. The present section of this 
paper is to serve the former purpose. In the concluding section 
certain specific topics will be discussed which the schema is par- 
ticularly well adapted to clarify. 

The price-cost equations and reproduction equations estab- 
lished above describe stationary equilibrium. An important step 
is to transform them into a picture of dynamic equilibrium, in 
which all data vary proportionally; this will be discussed in the 
next section. Here we focus our attention,on dynamic disequilib- 
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rium, that is, on disproportional changes in the data and the 
resulting processes of adjustment. For all conceivable processes 
of this kind the schema can serve as a tableau économique. The 
data changes themselves, the quantitative variations through which 
the system adapts itself, and finally the new state toward which 
the system gravitates—all these can be read in typical changes of 
the priced physical magnitudes composing the schema. 

Looking first at the relations that prevail among the different 
flows, we can discern the effect of three types of data changes. 
There are, to begin with, shifts in the quality of demand, follow- 
ing either shifts in taste or such changes in technology as induce 
the substitution of one kind of machinery for another. These 
variations are reflected in shifts in factor employment and pro- 
duction flow within either the consumer-goods group or one of 
the two subgroups of the equipment-goods group. To calculate 
the effects of such changes we must, of course, disaggregate our 
group equations into price-cost and reproduction relationships 
valid for the individual industries in question. We can do so 
by elaborating on the stage model presented in Section III above. 
This yields us, for the industries concerned, sets of equations 
depicting concomitant shifts among those stages of production 
that are implicated in shifts in demand for the final goods. 

The same stage model can serve for the analysis of changes due 
to depletion of, or decreasing returns from, natural resources. 
There the shift concerns the transfer of labor and equipment from 
the later to the earlier stages within a single industry. If we know 
the size of the original output of final goods in any industry, and 
the distribution of factors over the different stages of production, 
we can devise a simple formula with the help of which the fall 
in output and the new distribution of factors can be calculated 


for any given fall in returns. 

Finally, all technical changes that alter the ratio of the technical 
coefficients for labor and equipment—movements along, as well as 
shifts of, a given production function—express themselves as 
relative changes in factor employment and production flow among 
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the main groups. If the technical coefficients vary in the produc- 
tion of equipment, a similar change occurs also among the sub- 
groups of the equipment group as a whole.'* Since the schema 
registers, besides the values, also the quantities of the different 
inputs and outputs, the analysis can be elaborated further. We 
can calculate, for any given factor distribution, the residual amount 
of factors which a special change in productivity displaces in one 
group or subgroup, and which has to be transferred to another 
group before equilibrium of output and employment can be 
restored. 

The schema, however, is not confined to the reproduction of 
flows. It also depicts the magnitudes of the basic stocks, and the 
relations and possible variations among stocks and flows, in terms 
of both values and quantities. This makes it possible to apply 
the schema to a step-by-step analysis of the most important dynamic 
phenomena: changes in labor supply and in saving, and those 
technical variations that are accompanied by a change in the stock 
of fixed or working capital. In all these cases a change of some 
flow magnitude (rate of population increase or of saving, labor 
input or capital input per unit of output) induces a change in 
the capital stock or its utilization, via a change in the current out- 
put of Group Ia relative to the output of Groups Ib and II. Unless 
the initiating change is continuous, a backward shift of factors 
from Group Ia to Groups Ib and II has to occur, once the capital 
stock has been expanded to the new equilibrium size. We know : 
from the discussion of the acceleration principle that this back- 
ward shift may lead to the abandonment of part of the newly built 
capital stock. Analysis with the help of the schema enables us to 
establish the precise conditions under which such “waste’’ occurs, 
and to calculate its size. If additional assumptions are introduced 
concerning demand and supply elasticities, we can a'so take into 


, 


14In other words, one group “broadens,” whereas another group “narrows” pro- 


portionally. The notions of “lengthening” and “shortening,” basic in the Austrian 
theory of capital, can be reasonably applied only to changes in the period of 
maturation, that is, to changes in the stock of working-capital goods relative to other 
stocks of factors—a type of change to which we shall refer presently. 





164 SOCIAL RESEARCH 


account the concomitant changes in the relative prices of com- 
modities and factors. 

This survey of change processes amenable to schema analysis 
is not meant to be exhaustive. But a word should perhaps be 
added concerning so-called endogenous changes, which arise from 
lags between some of the variables and from variations in such 
lags, independently of any change in the variables themselves. 
As was shown above, by the (4), (5), and (6) equation sets, the 
schema lends itself particularly well to sequence analysis. More- 
over, it contains all the variables that have proved relevant in 
lagged processes, such as receipts, expenditures, inputs, and out- 
puts, and in a form which is from the outset ‘“‘dated.” 


VII 


It is obvious that the actual application of a tool can prove its 
usefulness more convincingly than the most elaborate method- 
ological considerations are able to do. Therefore I propose in 
conclusion to employ the schema for a more detailed discussion of 
a few controversial issues. Of course, all that can be attempted in 
the framework of an article is an indication of the particular 
services which the schema can render over and above the contri- 
bution of other models. A systematic exposition must be reserved 
for a more comprehensive presentation. 

The selection of the problems will be made with regard for the 
two main features that distinguish the schema from other economic 
models, such as the Keynesian national-income identity or the 
Austrian concept of the structure of production. These features 
are disaggregation in accordance with certain physical character- 
istics of the productive process; and the elaboration of the circular 
flows which, by linking up the basic groups, assure the continuity 
of reproduction. As we know from our previous considerations, 
both peculiarities gain importance with the specificity which, 
under industrial conditions, attaches to equipment as well as to 
labor. Over the Marshallian long period, and certainly over the 
secular period, most specificities can be overcome, and therefore 








th 


th 
dy 
in 
of 
on 
th 
pr 
the 
in’ 
est 














A STRUCTURAL MODEL OF PRODUCTION 165 


the schema appears at first sight most useful for the study of the 
short-term effects of economic change, in which we have to include 
business cycles. Even over the secular period, however, a self- 
propelling system can maintain itself only through the medium of 
successive short-period adjustments. Hence we shall begin with 
an example which is to prove the schema’s value in solving a 
problem relevant for both short-run and long-run analysis: the 
conditions of dynamic equilibrium. 

(1) In the late 1930’s, when Harrod and Samuelson performed 
the ‘‘marriage between the multiplier and acceleration theories,” 1 
a new chapter was opened in economic dynamics. It had been 
the merit of the older acceleration analysis to show that the 
dynamic path of the system is greatly influenced by the manner 
in which the rate of change of some magnitudes affects the level 
of others. But so long as the causal nexus was treated as onesided 
only—the rate of change of demand for consumer goods being 
the stimulus, and an exogenous one at that—no self-reenforcing 
process could be derived from acceleration. Only when, through 
the multiplier concept, the dependence of consumer demand upon 
investment was taken into account, could true interaction be 
established, both for the short and for the long run. 

Whereas the older “accelerationists” (Aftalion, J. M. Clark) had 
been interested mainly in the destabilizing effect exerted on the 
level of the system’s activity by variations in the rate of change of 
the stimulus, Harrod and, later on, Domar have derived from the 
interaction analysis an essential condition for dynamic equilib- 
rium.'® If full utilization of resources is to be maintained 
through time, the capital stock of the system must grow at such 
a rate that the current investment necessary for such growth equals 
current savings provided at full-employment income. Or, what 


15 For the similarities and differences between the two approaches see Harrod’s 
paper on “Notes on Trade Cycle Theory,” in Economic Journal, vol. 61 (June 
1951) pp. 261-75. 

16 The briefest exposition of problem and solution is found in Samuelson’s 
“Dynamic Process Analysis,” in A Survey of Contemporary Economics (cited above, 
note 1) pp. 361-63. 
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amounts to the same, if the average propensity to save (savings 
ratio) and the average output-capital ratio for the corresponding 
investment (investment productivity) are given for any period, 
investment and output will have to rise over that period by a rate 
which equals the product of the savings ratio and investment 
productivity. 

The above formulation does not contain any assumption as to 
the stability of the savings ratio or investment productivity. 
Either factor may change from period to period, and the possi- 
bility of such variations only emphasizes the importance of the 
rule. Quite a different problem arises if the coefficients in ques- 
tion not only change autonomously but also adjust themselves 
to any discrepancy between the rate of output and the rate of 
capital formation. If potential “oversaving’”’ causes investment 
productivity to fall—or, in other words, induces via a fall of the 
rate of interest a deepening of investment—the above condition 
of dynamic equilibrium loses its significance. The same is true 
if any potential “‘overinvestment” raises the savings ratio, via a rise 
of the rate of interest. We are then back at the classical mecha- 
nism, which, through short-run adjustments of prices and interest 
rates, maintains the equilibrium of full utilization against any 
conceivable distortion.’7 

The empirical validity of the Harrod-Domar condition can 
easily be defended against the classical proposition. The latter 
rests on the customary classical assumption of perfect mobility. 
When production is not conditional on the long-lasting commit- 
ment of large private funds, the risks of changes in output and 
investment productivity are small, and entrepreneurs’ expectations 
will stimulate equilibrating behavior. But such structural con- 

17 Comparable objections to the condition of dynamic equilibrium were first 
raised by E. Stern in his polemics against Domar; see Stern’s “The Problem of 
Capital Accumulation,” in American Economic Review, vol. 39 (December 1949) pp- 
1160-69. That problem has since been reviewed systematically by William Fellner 
in “The Capital-Output Ratio in Dynamic Economics,” in Money, Trade and 
Economic Growth: In Honor of John Henry Williams (New York 1951) pp. 105-34. 


Fellner also stresses the difference between “changes” and “adjustments” of the 
critical coefficients. 








—__ test FA 


AS 


As 


ee ee ee ee ee | 


—s om 


rH~ e 





3s 


'S 
1, 





A STRUCTURAL MODEL OF PRODUCTION _ 167 


ditions for short-run adjustment do not exist in an industrial 
system. ‘There the productivity coefficients, in particular, are 
largely fixed over the short period, and the Harrod-Domar rule 
becomes indeed a necessary condition for dynamic equilibrium. 

Nevertheless—and here we come back to our main subject— 
the postulate that output and investment in the aggregate grow 
at a rate that equals the savings ratio times investment productivity 
is not a sufficient condition. The absence of perfect mobility and 
the difficulty of short-run adjustment make it imperative that 
definite relations be maintained among the main groups of 
production. 

Our reproduction equations (5) and (6), above, point to the 
additional conditions that must be fulfilled if dynamic equilib- 
rium is to persist in an industrial economy in which, for physical- 
technical reasons, the quantitative relations between the groups of 
production are fixed over the short period. The (5) and (6) equa- 
tions refer to stationary equilibrium. In order to serve as con- 
ditions for dynamic equilibrium they have to be reformulated to 
take care of saving and net investment, as shown in the accompany- 
ing sets numbered (5a) and (6a), in which s(a), s(b), and s(z) stand 


f(z)» + S(z)t» = Dy 
(5a) = Zy — N(Z)¢» 


= n(a)e + m(b)¢- 


£(b),» + s(b)y» = ay — £(a)y» — S(a)e» 
(6a) = 2 — n(b)y» — n(Z)» 
= n(a)¢» 


for the savings made and invested in the respective groups, and 
n(a), n(b), and n(z) now signify only those parts of the respective 
incomes which are consumed.'* In this form the equations im- 
plicitly contain also the Harrod-Domar postulate, and therefore 
represent sufficient as well as necessary conditions for dynamic 
equilibrium. An additional expression in aggregate terms is 


18 See also Joan Robinson, “The Model of an Expanding Economy” (cited above, 
note 5), p. 46, note 1, and pp. 52-53. 
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therefore redundant, though for particular purposes that more 
condensed formulation is useful.’® 

(2) Our next example has been chosen from business-cycle 
analysis. It concerns Hicks’ concept of a “strong” boom and the 
mechanism through which it is supposed to turn into a down- 
swing.?° 

A strong boom in Hicks’ sense is created by such coefficients 
for both accelerator and multiplier as would, in conjunction with 
autonomous investment, induce an explosive movement were it 
not for the approach to full utilization of resources, which sets 
an external limit. Once it strikes this “ceiling,” output cannot 
simply “creep along the ceiling’ but “must bounce off from it” 
(p. 98). ‘The reason for this lies in the fact that up to this point it 
has been an increase in real output that has determined the rate of 
induced investment. Henceforth output can rise no more, because 
of lack of resources, and the previous rate of induced investment 
can no longer be maintained. Thus aggregate investment is bound 
to decline, and this in turn must depress output and initiate the 
downward spiral. 

This analytical result is actually based on two special premises, 
one explicitly stated by Hicks, the other implied. Aggregate out- 
put is the equivalent of autonomous investment plus induced in- 
vestment plus consumption, and any fall in induced investment 
can, in principle, be compensated by a simultaneous rise in one or 
both of the other components. Hicks expressly excludes a compen- 

19 The fact that, and the reason why, no aggregate formulation can establish 
sufficient conditions for dynamic equilibrium have been clearly recognized by Fellner, 
in his “Capital-Output Ratio” essay (cited above, note 17; see especially pp. 116-22). 
But in the absence of a properly disaggregated model he could point only in literary 
terms to the additional condition: absence of specific scarcities and immobilities, 
which may distort a process even if the conditions for aggregate equilibrium are 
temporarily fulfilled. It is precisely this gap in exact analysis which the schema of 
production is designed to close. The issues referred to gain importance, of course, 
whenever the rates of saving and investment change, causing either bottlenecks or 
partial waste of the existing capital stock in Group Ia. In this respect see also a 
forthcoming study on models of industrialization by Julius Wyler. 


20 See Hicks’ A Contribution to the Theory of the Trade Cycle (Oxford 1950) 
Chapters VIII and X. 
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sating increase in autonomous investment, and rightly so, if his 
definition of autonomous investment is accepted (p. 59). From 
the above conclusion it follows that a similar assumption—that is, 
a fixed value of the consumption function all through the cycle— 
underlies his treatment of consumption. This latter assumption, 
however, can be maintained only if the propensity to consume is 
as little related to the behavior of induced investment as is auton- 
omous investment. But it can easily be shown that under normal 
conditions a systematic relationship exists between these two 
factors. The connecting link is the behavior of the wage rate, 
which makes the multiplier move inversely with the accelerator. 

To clarify this point we must first ascertain the principal cause 
of the ceiling; that is, we have to identify the particular resource 
which, for systematic reasons, grows scarce under the conditions 
described by Hicks. When he first introduces the concept of the 
ceiling he describes it, referring to Keynes, as one of ‘full em- 
ployment” (p. 83). Subsequent references, among them one 
expressly mentioning population (p. 96), confirm the impression 
that the critical locus is the labor market. Later on, however, 
when Hicks inspects the ceiling in detail, he first defines it as 
“full employment or full-capacity output” (p. 124), and thereafter 
refers exclusively to ‘“‘scarce resources’’ in general (Chapter X, 
passim). 

As we shall see presently, a precise definition of the type of 
resource which establishes the ceiling is of more than semantic 
importance. We know from our previous considerations that, 
apart from labor, this role can be performed only by equipment, 
more precisely by primary machinery, and it is indeed in this 
direction that the reference to “full-capacity output’ seems to 
point. I propose to comment on both alternatives, but it should 
be stated in advance that neither of them is a safe basis for Hicks’ 
analytical conclusions. If scarcity of labor creates the ceiling, 
Hicks’ theory of the downturn needs drastic revision. ‘That 
theory might fare better if scarcity of primary machinery were the 
obstacle to further expansion. But it will be shown that primary 
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machinery—leaving aside accidental bottlenecks, which may occur 
also during a weak boom—cannot be scarce on systematic grounds 
so long as full employment has not been attained. 

Our first proposition is based on the claim that the approach to 
full employment tends to stabilize rather than to destabilize the 
system. This can be demonstrated as follows. When the supply 
of labor grows inelastic all around, money wages are bound to rise. 
Hicks admits this fact, but all he derives from it is wage inflation, 
that is, a general rise in prices proportionate to the rise in wages 
(p. 126), disregarding all secondary effects of the wage rise on the 
structure of demand and the composition of output. In other 
words, he neglects the consequences of the change in income dis- 
tribution which the general shift from profits to wages initiates. 
It is true that such a change in income distribution will affect 
the structure of expenditure and output only if the wage-earners’ 
marginal propensity to consume differs from that of the receivers 
of profit. But on commonsense grounds it is precisely a change of 
this kind, and thus a rise in the ratio of aggregate consumption to 
aggregate savings, which we have to expect. 

Once this is admitted it follows that the system need not “‘re- 
bound” from the full-employment ceiling. What happens to 
output is a shift in its composition rather than a change in its 
aggregate. The combined cost and demand effects of the wage 
rise will promote a transfer of resources from the investment 
sphere to the consumption sphere. In the former demand must 
fall, as a result of the fall in aggregate savings—and this in the 
face of rising costs. In the latter, given a high marginal propensity 
to consume, the rise in demand which emanates from wage earners 
in all groups of production exceeds the rise in costs, and thus 
stimulates expansion of employment.*! If the transfer of resources 
can be achieved promptly—we shall return to this point presently 


21 It can easily be shown that, in a system approaching full employment, monetary 
expansion cannot affect this shift in relative demand. We need not pursue this 
line of thought, since Hicks himself emphasizes the fact that, in the situation 
contemplated, monetary influences have little effect on the action of the real forces. 
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—there does not seem to be any systematic reason why the trend 
toward full employment should be reversed. And if from there 
on aggregate savings keep in line with aggregate investment, as 
determined by autonomous forces and the natural growth of the 
system, the “moving ceiling” becomes the path of a dynamic 
equilibrium.”* 

We have obtained our result by paying regard to the systematic 
shifts among the groups of production, whereas Hicks, in Keynes- 
ian fashion, concentrates on the forces that affect aggregate 
output so long as no shifts occur. In other words, we deal here 
with a problem that can be fully explored only with the help of a 
partly disaggregated model like the schema. Hicks must have felt 
this himself, as in his “Further Inspection of the Ceiling’ (Chap- 
ter X) he devotes an extensive discussion to the differential be- 
havior of prices and output in the investment-goods.and consump- 
tion-goods industries respectively. But by lumping together 
Groups Ia and Ib, in the traditional manner, he not only fails 
to realize the locus of possible shifts, but even is caught in an 
apparent contradiction. In one context (p. 134) a spurt of demand 
for consumer goods is supposed to stimulate the production of 
investment goods, whereas at another place it is higher profits, 
due to the wage lag—that is, a lag of demand for consumer goods— 
which is to promote investment (p. 127). 

The difficulty disappears as soon as we subdivide investment 
into primary and secondary machinery. During the upswing the 
demand effect of the wage lag keeps the output of consumer goods 
and of secondary machinery within definite limits. Its cost effect, 
on the other hand, stimulates investment in primary machinery. 
Here a terminological problem arises. Hicks agrees in the pas- 
sage referred to (p. 127) that “the higher profits, which are a 
necessary consequence of the wage-lag, will stimulate investment.” 


22 In this connection see also S. S. Alexander, “Issues of Business Cycle Theory,” 
in American Economic Review, vol. 41 (December 1951) pp. 861-78, especially 
874-75. Alexander recognizes that “contrary to Mr. Hicks’ argument, a downturn 
does not necessarily follow an encounter with the ceiling,” but he fails to relate 
this fact to the normal order of the events which make up a strong boom. 
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But can we regard such investment as the “induced” type? If 
response to a preceding rise in output is the sole criterion, we must 
not do so. On the other hand, as Alexander has shown (op. cit., 
p. 869), there are good reasons for including in the concept the 
effects brought about “indirectly via profit, price, and credit 
movements.” 

Whether we wish to call such investment induced or autono- 
mous, what matters is its behavior during the boom. ‘Then the 
wage lag disappears, and demand for secondary machinery rises 
in proportion to the additional spending of wage earners. At this 
stage investment, far from contracting in the aggregate, shifts from 
primary to secondary machinery, and maintains its previous level 
until the backlog of the demand for the latter is worked off. 

This discussion has implicitly shown that, so long as unemploy- 
ment persists, equipment, and primary machinery in particular, 
cannot be generally scarce, and therefore cannot create an obstruc- 
tive ceiling. So long as labor is plentiful, the ratio between wages 
and profits, and therefore between consumption and savings, is 
such as to assure a current output of primary machinery which 
exceeds the current needs for replacement and expansion of 
secondary machinery.** ‘This “lopsided” growth of Group Ia 
stops only, and indeed reverses itself, when full employment is 
realized, that is, at the moment when the rate of expansion slows 
down and the ceiling coincides with the equilibrium level. 

Incidentally the schema provides us with an additional argu- 
ment for the stabilization of a Hicksian strong boom. In telling 
us that the first systematic shift at the height of the boom is from 
primary to secondary machinery, it makes us realize that for once 
adjustment is not impeded by any specificities, as this shift amounts 
to no more than a different application of the same factors: 
primary machinery, and the labor force operating it. From the 

23 Hicks has a somewhat cryptic passage (p. 123, note) referring to the effect 
productive investment must have on the “movement of the ceiling itself,” which 


may perhaps be interpreted in the above sense. If so, however, it should be clear 
that, contrary to Hicks’ surmise, this effect makes a “decisive difference to the 


results obtained.” 
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previous task of producing additional primary machinery they 
shift to the production of secondary machinery. Not until the final 
stage, when part of the labor force in Group I has to move to 
Group II, in order to operate the newly produced secondary ma- 
chinery, will any technical rigidities come into play. Whether 
at that moment such rigidities will by themselves be strong enough 
to disturb the otherwise equilibrating tendencies is at least open 
to doubt. It rather appears that after due qualification Hicks’ 
hypothesis, like all other variants of the “overinvestment” theory 
of the crisis, indicates at best a spark for the critical explosion, 
whereas the truly dangerous powder keg has to be looked for 
elsewhere.** 

(3) Our third and final example is an issue which is not directly 
related to dynamic problems but has some bearing on their em- 
pirical-statistical presentation. It concerns the interpretation of 
the concept of gross national product. According to present usage, 
gross national product consists, in addition to the net change of 
inventories, of the sum total of all finished goods and services 
made available in a specific period, including those goods which 
are to compensate for the depreciation and depletion of fixed- 
capital stocks during that period. 

It has again and again been asserted that this definition involves 
double counting; the reason that is given is that the value of the 
replacement goods is already contained in the remuneration of 
those income-receiving factors which produce the replacement 
goods, and in the equivalent value of goods and services purchased 

24 It can be found only in the realm of autonomous investment, in the simultane- 
ous onset of the “Schumpeter effect” when technically superior firms begin to 
eliminate marginal producers on a large scale. The particular conditions under 
which this process coincides with the approach to full employment, and other 
conditions under which it occurs earlier during the upswing, creating a “weak” 
boom, require, of course, further elaboration. In this respect see my paper on 
“The Turn of the Boom,” in Manchester Statistical Society, Transactions, Group 
Meetings, 1937-38 (Manchester 1938) pp. 10-15. See also Hanns-Joachim Riistow, 
Theorie der Vollbeschéftigung in der freien Marktwirtschaft (1951) Chapter XI. A 


similar hypothesis has recently been indicated by Rendigs Fels in “The Theory of 
Business Cycles,” in Quarterly Journal of Economics, vol. 66 (February 1952) pp. 


25-42, especially 37, 41. 
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by these factors.2° One glance at our schema shows, however, 
that this is not so. If we add up the right sides of our (3) equations, 
we obtain an expression for gross national product in accordance 
with prevailing usage—that is, the sum of consumer-goods and 
equipment-goods output. The left sides of the equations tell us 
that this sum is the equivalent, and no more than the equivalent, 
of the input of all active factors cooperating in producing output: 
income-receiving prime factors, and “amortization-receiving”’ 
supplementary factors. To impute the contribution of the latter 
to the value of the input of the prime factors in Group I, and to 
identify the goods value of this contribution with the consumer 
goods available to these prime factors, would amount to two un- 
tenable propositions. 

First, it would imply that the value of all primary machinery 
equals the value of the input of the prime factors employed in 
their production—the “Austrian” notion that somewhere in the 
system goods are produced with labor and natural resources alone. 
Second, it would disregard the contribution of secondary ma- 
chinery to the production of consumer goods. It is true that in 
stationary equilibrium the value of aggregate amortization in 
Group II equals the value of the aggregate income of the prime 
factors in Group I which is spent on consumption. But these 
equal values by no means refer to identical goods. The goods 
equivalents—equipment goods to replace the wear and tear in 
Group II, and consumer goods to feed the prime factors in Group 
I—are not only different but have to emerge from the flow of pro- 
duction simultaneously and side by side. Therefore they must 
both enter into the calculation of total output. 

All difficulties disappear once we look at production in the 
manner proposed above, that is, as the replacement, and possible 
expansion or contraction, of the stocks of active factors, rather thar 


25 See, for example, Gerhard Colm, “From Estimates of National Income to Pro- 
jections of the Nation’s Budget,” in Social Research, vol. 12 (September 1945) p. 364. 


But see also S. Kuznets, in National Bureau of Economic Research, National Income, 
A Summary of Findings (New York 1946) pp. 112-21. 
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as the procurement of a particular kind of output, that is, con- 
sumer goods and net investment. The latter view, which leads 
to the current concept of net national product, is useful for many 
purposes. But it cannot tell us how much of the stock of active 
factors has been used up in production, or what its output equiva- 
lent is. ‘This total can be ascertained only if we adhere to the 
conventional definition of gross national product.”® 

Quite a different question might be raised: whether the conven- 
tional concept of gross national product is really comprehensive 
enough to measure all inputs and outputs. As we have seen, it 
measures the input of all active factors of production, that is, 
labor and equipment. But as was demonstrated in the exposition 
of the schema, continuous production depends no less on the 
maintenance and, in a dynamic flow, on the appropriate change of 
the passive stock of working-capital goods—a fact clearly acknowl- 
edged also by Kuznets (as quoted in note 26, below). 

The main reason why this technically indispensable “flow” of 
working-capital goods is not accounted for in the conventional 
calculations of aggregate input or output is a practical one: it 
seems to defy measurement. We have seen that the value sum of 
all the outputs in successive stages of production cannot serve 
this purpose. This sum depends on the degree of business differ- 
entiation, and varies with it. Except in a fully integrated system 
it indeed contains duplications in the proper sense of the word, 
if it is taken as a measure of productive activity. We can expect 
to arrive at an exact account of all inputs and outputs only if we 
succeed, at least conceptually, in separating from this value sum 

26 Kuznets (ibid., pp. 113-16) is fully aware of the postulative nature of any 
definition of national income or output which is based on the “goal” of providing 
goods to households. He expressly states that national income thus conceived “is 
not a measure of activity, of how much effort, toil and trouble economic activity 
represents” (p. 115). He even points out, in accordance with the view I have 
delineated, that, “if no ultimate goal is set to economic activity,” net national income 
is reduced to the value of net additions to the stocks of factors (population and its 
efficiency, fixed-capital and working-capital goods, and foreign claims). Certainly, 
then, he should not speak of “duplication” (p. 117) if this net total is supplemented 


by a gross total in which, besides the “‘additions” to the stocks, the efforts necessary 
to their maintenance are counted. 
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of turnovers the indispensable contribution of intermediate goods 
to the continuance of the productive flow. 

Once more the schema yields the clue to the solution. It was 
shown in Section IV above that we can measure the stock of work- 
ing-capital goods necessary for continuous production if we know 
the input of active factors over the period under observation and 
the technically determined average “period of mat:~ation.” As- 
suming that the period of maturation equals the pe..ud of produc- 
tion over which we measure input and output, the value of the 
stock of working-capital goods is one-half the value of the input of 
the active factors (see note 12, above). But this value equals 
precisely the flow of working-capital goods which moves during 
the period of observation toward completion and is, at the same 
time, reproduced in the different stages. If the period of matura- 
tion is half as long as the period of production, the stock of work- 
ing-capital goods equals only one-fourth of the value of the input 
of active factors. But then, during the period of observation, 
a stock of this size moves twice toward completion, and has to be 


reproduced twice. We arrive at the plain result that, over a given 
period, the indispensable contribution of working-capital goods 
to output always equals half the contribution of the active factors. 
The grand total of a “super gross national product” amounts, 
therefore, to one and one-half times the value of gross national 
product in the conventional sense. 




















SCHUMPETER AND THE PROBLEMS 
OF IMPERIALISM 


BY EDUARD HEIMANN 


‘Ba translator, editor, and publisher of Joseph Schumpeter’s 
Imperialism and Social Classes (New York: Augustus Kelley; 
1951) deserve credit for at last giving the English-reading public 
access to two masterpieces which Schumpeter himself listed among 
his most important works: the essay on “Sociology of Imperial- 
isms,” first printed in German in 1919; and the essay of 1927 on 
“Social Classes in an Ethnically Homogeneous Environment.” \ 
The present writer is inclined to rate the essay on imperialism, 
which is very well supplemented by its companion piece, as the 
most important theoretical work we have in a field which, for 
all its overwhelming importance, is strangely neglected by students 
of social life. 


I 


There have been pitifully few contributions to the theory of 
imperialism since Rodbertus’ classical statement in 1857 of the 
probability that the pressure of goods that are unsalable in the 
domestic markets, as a result of the inadequate purchasing power 
of workers, will drive the capitalists into foreign markets, where 
they clash with the capitalists of other capitalist countries and 
must resort to more and more violent measures of monopolization 
leading to armed conflict. Karl Marx, to whom not only Marxists 
but outsiders as well almost unanimously trace this doctrine, did 
not contribute to it, for all his insistence on the importance of 
colonies in the accumulation of capital for the origin of capitalism. 
What he does say is that capitalism, of course, needs expanding 
markets and that, as it finds them abroad, the fall of the profit rate, 
which is due to the change in the organic composition of capital, 
is counteracted by more intense exploitation of unorganized 
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colonial labor, and by the cheapening of constant capital through 
a cheapening of raw materials. What he does not say is that the 
scramble for foreign markets must produce imperialist conflicts. 
He seems to be prevented from drawing any such conclusion by 
the overriding importance that he attaches to the unifying effect 
of capitalism on the world market, which would diminish the 
role of national borders only to set in bold relief the ultimate 
and finally exclusive significance of class struggle on a world scale. 

Thus the honor of producing the first systematic treatment of 
economic imperialism—with rich documentation and much sound 
reasoning—devolved on the non-Marxist and non-socialist, J. A. 
Hobson (1902). Rather like Rodbertus, he traces the scramble 
for foreign markets to the inadequacy of purchasing power at 
home; but, unlike Rodbertus, he thinks that a reformed capital- 
ism, through redistribution of income, could remedy the ill. 

In 1910 Rudolf Hilferding’s Das Finanzkapital—which has 
remained to this day the outstanding achievement of Marxist 
economics (and of which an English translation is at last scheduled 
to appear this year)—linked imperialism to monopoly capitalism, 
and to the protective tariffs which made it possible to raise prices 
and to dump in the foreign markets the products thus made un- 
salable at home. Hilferding also gives brilliant sociological 
analyses of the aggressive transformation of national sentiment in 
the era of monopoly capitalism. The independence and original- 
ity of his mind are evident in the fact that he renounces the 
Marxist theory of the inevitable economic collapse of capitalism 
and replaces it by a vision of a “general cartel’—in more recent 
terminology, a capitalist planned economy—which would establish 
the correct proportions in production and distribution, could also 
regulate colonial expansion or make it unnecessary, and would 
ultimately fail not for economic reasons at all, but for the political 
reason of the intolerably widening gap between the few in power 
and the many under their absolute control. Seen as a whole, 
Hilferding’s book teaches the rise of an aggressive ideology of 
domination at home and abroad, rather than the economic neces- 
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sity of collapse and imperialism. It will presently become clear 
how much this proposition has attracted Schumpeter. 

After Hilferding there began the long procession of Marxist 
writers, such as Rosa Luxemburg, Henryk Grossmann, Lenin, 
Bukharin, Sternberg, Sweezy, who tried to prove that either the 
fall of the profit rate or the glut of consumer goods—unsalable 
under the proportionality schedules of the second volume of 
Marx’s Kapital—will force expansion into foreign markets and 
lead to ever intensifying international conflicts, until the system 
finally collapses when the whole globe has become subdued and 
there is no further outlet for expansive urges. Hans Neisser (in 
the appendix to his International Business Cycles, 1936) has sum- 
marized his several earlier writings on the subject to show that 
these theories are untenable because they all ignore the logical 
flaw in the theory of the falling profit rate—with rising output the 
nominal wage must decline, and therefore the profit rate need 
not fall—and they all argue in terms of labor value rather than in 
terms of production prices. 

In the field of imperialism Marxist writers, as always, labor 
under the illusion that, unless their theories are accepted, the 
facts of profit and crisis are denied, in defiance of all factual evi- 
dence. Actually, all that follows from such non-acceptance is the 
necessity for a more satisfactory explanation, along the lines of 
the Rodbertus-Hobson thesis of inadequate purchasing power for 
consumer goods, or any other theory. And meanwhile we need 
not wait for consensus along these lines before proceeding to a 
theory of economic imperialism: whatever the nature of profit and 
crisis, everybody agrees that, in the absence of profits at home, 
capitalism will seek profits abroad, and that, if monopoly under 
tariff protection does not permit capacity sales at home, the full 
utilization of capacity at minimum costs forces export. This is so 
simple and natural that it may go far toward explaining why 
economic theorists outside the Marxist camp have shown so little 
interest in a theory of imperialism; the field does not seem to offer 
specific theoretical problems to economists. Historical study, 
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however, is a different matter, and this it has found, for example, 
in Hallgarten’s scholarly though doctrinaire two volumes on The 
History of Imperialism Before 1914, in Earle Winslow’s deserving 
but incomplete and not profound survey of the literature, and, in 
still more practical exploration, in Furnivald’s brilliant book 
on Burma and Indonesia, the conceptual structure of which should 
be of great interest also to theorists. 

But although those who repudiate the Marxist explanation of 
monopoly and crisis need not at all regard them as accidental and 
avoidable, some do indeed. This is what happens among the 
exponents of radical liberalism. While to Marxism, and to some 
non-Marxist theories, crisis and monopoly are necessary products 
of capitalism, liberals, in the logic of their principle, regard crisis 
and monopoly as foreign bodies in capitalism, and attribute them, 
and everything that follows from them, including imperialism 
and war, to illegitimate political intervention in the harmonious 
operation of the market. Far from finding fault with the expan- 
sion of capitalist trade and industry beyond the political borders 
of the old centers, liberalism argues that it is necessary and salutary 
for technical progress to assert itself in competition, and for capital 
to be invested abroad, thus easing the capital shortage and lower- 
ing the rates of interest there. 

A particularly interesting example is Lionel Robbins’ little book 
on The Economic Causes of War, not only for its thoughtful and 
generous nature but also because of its main thesis, according to 
which the cause of imperialism is national sovereignty, and there 
would be no imperialism in a federated world. This proposition 
is purely verbal: in a world without nationalities there would be 
no international conflict. It may be, however, that conflicts, if 
their causes were not really removed, would only change their 
form and name. The economic problem of the inherent possi- 
bilities or defects of the market is not even mentioned in this 


book—so much is it taken for granted that a politically unified 
world market, as under perfect free trade, would be free of 
inherent disturbances. 








fz 


e 


la 
th 


ce 
th 
ve 
cc 
th 
in 








THE PROBLEMS OF IMPERIALISM 181 


The issue between Marxism and liberalism is confused by the 
fact that neither of the contending parties can refer to unchallenge- 
able verification by experience. Each says that a capitalist 
economy, if left alone, would—or would not—be free of such 
disturbances as drive it into foreign adventures. But history has 
a way of never leaving an economic system alone. And therefore 
the problem for both schools of thought is just how far the abstract 
assumption of a pure, entirely consistent capitalist system is un- 
realistic, and how far the disturbances we actually find are trace- 
able to the unavoidable historical admixtures—a connection that 
the liberals assert and the Marxists deny. ‘This, however, is a 
historical and sociological question, rather than one of economic 
deduction. It is Schumpeter’s problem. 

In a way Schumpeter holds a middle position between the 
socialist and the liberal thesis on imperialism. He accepts the 
Hilferding thesis of a close causal connection between imperialism 
and “monopoly capitalism,” that is, the present phase of capital- 
ism, and repeatedly refers to this theory with great respect, 
presenting his own thesis as a kind of variant within its framework. 
On the other hand, he comes out for the liberal thesis of the peace- 
ableness of pure capitalism, and expla*ns monopoly capitalism, 
not, with Hilferding, as the normal and necessary outgrowth of 
the capitalist development, but as a corruption of capitalism by 
pre-capitalist interests in present-day society. 

He builds up his thesis through an argument of great socio- 
logical acumen and historical erudition. Many have pointed out 
that there could not be monopoly without protective tariffs. 
Schumpeter alone is not content with this explanation, and pro- 
ceeds to explain the historical origin of the tariff technique from 
the sociological structure of the absolute monarchy, which de- 
veloped it and whose ruling groups continued to live in a kind of 
condominium with victorious bourgeois societies in all countries of 
the old world. Schumpeter’s sociology of imperialisms thus links 
imperialist tendencies in different countries and ages to the mode 
of existence and the aspirations of the ruling layer in the histori- 
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cally given mixed structures—not simply to prevailing commercial 
and financial interests, as if these always urged annexations as a 


means of increasing their profit. 


II 


Schumpeter’s essay is not a work of purely academic inspiration. 
Its motivation is eminently practical. ‘Though it was published 
in 1919 it was written in the years before, that is, during the first 
world war. This is the key to a biographical understanding of it. 
In motive and thesis it is parallel to Veblen’s Imperial Germany 
and the Industrial Revolution, published in 1915. The fact that 
the word Germany does not occur in Schumpeter’s essay clinches 
the parallelism; this implicitly anti-German, explicitly pro-British 
essay was written in imperial Austria, the ally to death of the 
Germany which Veblen’s book attacked with essentially the same 
weapons, but from outside the Central European imperial alliance. 

In both cases the argument runs that aggressiveness is not in the 
nature of bourgeois society, and that when remnants of such atti- 
tudes do survive from earlier social patterns, they are gradually 
worn out and overcome by the victory of bourgeois attitudes, that 
is, by the victory of the civilian over the military. England, 
whose insular security made it possible to do without a powerful 
military establishment such as Germany’s geographical position 
had made necessary, was more advanced on the road toward pure 
civilian rationality; atavistic aggressiveness was more in the his- 
torical nature of backward Germany. Veblen had some trouble 
making his point in favor of the business community, which in his 
other writings he had not been in the habit of presenting in a very 
favorable light. He felt the necessity of an extra effort, and to 
demonstrate the superiority of England he came forward with a 
comparative evaluation of the German and English cultures—thejr 
comparative achievements in poetry, philosophy, and science (he 
at least was wise enough not to include music in his roster). In 
this contest with so formidable a rival as Veblen, Schumpeter scores 
through the extreme sophistication of his pro-British argument, 








al 











THE PROBLEMS OF IMPERIALISM 183 


taken from the consistent trend against imperialist adventures in 
nineteenth-century British politics, as well as, naturally, from the 
contrast between British free trade and German protectionism, 
with its ominous historical background. 

But unquestionably the argument is too sophisticated; it proves 
too much. Like the word Germany, the words British imperialism 
or British empire do not occur at any place in the essay. The 
nearest that Schumpeter gets to them is a paragraph on the Whigs 
in the eighteenth century, who, as defenders of bourgeois liberty 
against the crown, had to be on guard against the aggressive 
intentions of France, and to “hold those national positions 
throughout the world that had been captured by their individual 
co-nationals rather than by the state as such” (p. 23). ‘These 
“private imperialists” are further described as “more unpopular 
than the slave trader or the neighbour who returns with his pockets 
full of plundered gold. . . . Only with great effort could such a 
man secure social position.” 

It is an amazing story. Moreover, it seems, by its context, to be 
limited to eighteenth-century England, thus leaving us wonder- 
ing what to make, for example, of the war in India one hundred 
years ago, and of the Boer War to consolidate the conquests of 
the private imperialist Cecil Rhodes, fifty years ago—less than 
twenty years before Schumpeter wrote his essay. It is quite true 
that especially the latter war was extremely unpopular in England, 
and that precisely this reason speeded up the transformation of the 
new “possession” into an autonomous member of the British 
Commonwealth, governed by the defeated Boers. And it is equally 
true that, from Gandhi's experiences to the most recent experience 
of the world with Boer rule, a case can be made for the British 
rather than the Boer side of the dilemma. But all this presupposes 
the victory of British arms, which seems to have remained un- 


known to our eminent author.! 


1 Schulze-Giivernitz’s book on Britischer Imperialismus und Englischer Freihandel, 
which had been published in 1907 and was well known to Schumpeter, is far more 
candid, because its author shared the missionary zeal of Anglo-Saxon puritanism, 
and appreciated—or overrated—the organizing mission of finance capitalism. 
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Ill 


In the presence of such shortcomings, the essay had to have extraor- 
dinary virtues in order to become the outstanding contribution 
to the literature on imperialism which it is. Its great achievement 
is its clear formulation of a rational theory of irrational drives. 
Schumpeter defines imperialism as “the objectless disposition of 
a state to unlimited forcible expansion” (p. 4). The word “‘object- 
less” denotes the absence of a clearly defined rational interest, and 
the possibility of always finding an “object” to rationalize the pre- 
existing aggressiveness—wherever such rationalization is desired, 
which is not always the case, except with court historians. 

The definition comprises the case of economic imperialism for 
profit, because there certainly is no limit to the search for profit; 
indeed, this is precisely what makes the system of capitalism and 
the theoretical premise of maximization of income so unintelligi- 
bly “irrational,” unless it be understood that profit is sought not as 
a means for consumption by a leisure class but as an end in itself, 
or rather as a means for expanding power through expanding 
investment. Thus forcible political expansion for the sake of 
economic expansion, and without definite object or limit, is a 
logical possibility. In this way we get a richly diversified and still 
unified picture of “imperialisms.” The reasons for the objectless 
dynamics vary from example to example, and they are more often 
than not of an uneconomic nature—even capitalist imperialism 
being possible only with the strong ingredient of pre-capitalist non- 
economic impulses that come down from the expansionist absolute 
monarchy. 

The sociological problem in all these cases is to explain how 
people acquire those habits, attitudes, and forms of life which 
contribute to making them combative even where changing ex- 
ternal conditions would permit them to settle down in some 
civilian and rational pursuit. Schumpeter says that “‘it is the dead 
who rule the living’ (p. 130); and, bringing this idea into the 
frame of Marxist sociology, that “customary modes of political 
thought and feeling in a given age can never be mere reflexes 
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of the production situation of that age but will, to a considerable 
extent, be dominated by the production context of past ages”’ (p. 
7). Just as a miner, for example, cannot in advanced years become 
a textile worker, even though market conditions should make that 
“rational,” so a class trained for generations in warfare cannot 
switch to business life when that becomes the dominant and most 
promising pursuit. 

Once the “individuality” of a class has been shaped by, and 
geared to, special experiences and functions, it can no longer be 
changed at will; and the class will desperately try to perpetuate 
its dignity and self-respect by perpetuating, even in modified 
form, the historical structure in which it has its function and 
prestige. Conversely, in order to make janizaries one has to tear 
the tiny children from their homes and put them in a completely 
rationalized military environment, without any contact with the 
world outside. Proletarian workers can be made only by an 
“industrial revolution” which destroys the entire fabric of social 
and moral ties and even the memory of their parents’ lives—or by 
the deliberately organized counterpart of the industrial revolution, 
the Marxist “social revolution,” which aims to do precisely this in 
order to produce the completely rationalized man if and where 
history has failed to produce him spontaneously through a free 
economy. The power of the social law of gravity is known to the 
organizers of the janizaries and of the social revolution, and it is 
the center of Schumpeter’s theory of social classes and its applica- 
tion to the problem of imperialism. 

What matters for this problem is the historical origin of warrior 
classes and warrior peoples. What made them professional and 
hereditary warriors? ‘The question is close to Max Weber’s 
question whether it is not military rather than economic organi- 
zation which makes history. 

According to Schumpeter’s account, Egypt prior to the libera- 
tion from the Hyksos was not aggressive at all (which leaves un- 
answered the question of the origin of her conspicuously feudal 
organization); but a hundred and fifty years of fighting for libera- 
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tion militarized the country, and produced the war machine which 
thereafter reached out, without definite object, into Africa and 
Asia when and wherever it could, for approximately a thousand 
years. In contrast with the Egyptians, who remained a peasant 
nation, the Persians made their very appearance on the stage of 
history as a warrior nation, that is, without private and civilian 
lives, because this was ‘‘the only method for keeping alive” in their 
geographical environment. Schumpeter ridicules the theory that 
points to the interest in booty and tribute and commercial ad- 
vantages. The Persians were remarkably mild and benevolent 
conquerors and overlords; they neither expropriated nor Persian- 
ized the subject nations, but practiced cultural, religious, and lin- 
guistic pluralism, and for several generations—before Darius— 
preserved a somewhat democratic internal structure and strict 
checks on royal power. Assyria’s was not only by far the most 
cruel imperialism recorded by history to this day—quite an 
achicvement—but it shows no signs of having been foisted on a 
reluctant people by military despotism; massed footsoldiers battled 
side by side with the cavalry and chariots of the nobles for hun- 
dreds of years. 

The Arabs stormed from their homes to the gates of Byzantium 
and Paris because they were mounted nomads, of a remarkably 
democratic community set-up; what else should they do but storm 
ahead, after Mohammed's first attempt to reform Mecca was 
defeated, thus forcing him to return in greater strength and armed 
for military as well as religious offensive? Schumpeter makes a 
strong case to prove the purely incidental role of religion in this 
case: for several generations the Arabs neither annihilated nor 
converted the infidels. Nor did they oppress them for commercial 
gain. They did expand their rule by expanding their customary 
way of life. Clovis’ Franks—not those of Charlemagne—are used 
as one more example of a warrior nation with a democratic set-up, 
which would have stopped imperialist royal ambitions if they had 
not been popular. Schumpeter uses this example also to show 
how the gradual absorption into peaceful pursuits in the newly 
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conquered territories wears down the structural imperialist tend- 
encies. 

Republican Rome serves as the classic paradigm of a quite 
different and all too familiar imperialist motive: that of deflecting 
attention from the agrarian reform which the senatorial aristoc- 
racy of landlords and agrarian entrepreneurs would not grant to 
the landless peasants and soldiers. Is this a Marxist explanation? 
It is, inasmuch as the defense of the domestic economic interest of 
the ruling class demands a diversional manoeuvre. It is not, 
inasmuch as commercial gain—however welcome, primarily in the 
form of slaves—takes only second place among the motives. On 
the whole, the example of Roman imperialism fits very well into 
an economic interpretation of history (compare Alvin Johnson’s 
parallel analysis, “Cleopatra and the Roman Chamber of Com- 
merce,” in American Scholar, Autumn 1949). 

But among the imperialisms studied by Schumpeter the Roman 
example is rather atypical. His typical case is that of the warrior 
class or warrior people which develops out of practical necessity 
in a threatening environment, and continues its appointed career 
into a changing world, under a kind of historical law of gravity. 
Since his essay is designed to illumine contemporaneous problems 
in the light of historical parallels, its most important application 
is to the transformation of the mediaeval knightly nobility into 
the courtiers of the absolute monarchies, their identity being 
preserved through the transformation, and a function being sought 
in the new society—which did not leave them a real function after 
pacification and unification by the monarchy—along the time- 
honored line of warfare. Indeed, the monarch himself, no matter 
what his personal talents and proclivities, had to appear—in history 
as in portraits and statues—in the role of war hero if he was to 
remain the head of the aristocracy, since he could not expropriate 
the nobles and had to keep them busy and loyal. 

Schumpeter would be the last to deny that there always remains 
an unexplainable core in history: the British nobility was gradu- 
ally absorbed into peaceful occupations, primarily in public and 
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political life, while the French was not, unless one count as a 
function in society the purely luxury existence and refined silliness 
of the last decades before the great explosion. Nor does Schum- 
peter resort to the conventional excuse of commercial ends for the 
wars of the seventeenth and eighteenth centuries: he grants these 
goals only an auxiliary importance, and clearly thinks they play 
no essential part in explaining the aggressiveness of the system. 
This is the point where the essay on imperialism and the more 
restricted one on social classes touch and supplement each other: 
the transition from the feudal to the bourgeois pattern of life 
turned out to be a protracted symbiosis, because the declining 
class upheld and asserted its doomed standard, thereby corrupting 
the rising class. This leads up to the theory of monopoly capital- 
ism, as pointed out above. 


IV 


In 1942, some twenty years after this essay, Schumpeter returned 
to the problem of imperialism in a few pages of his book on 
Capitalism, Socialism and Democracy (pp. 49-55). But this dis- 
cussion does not add to or modify the positive theory of imperial- 
ism as developed in the earlier work. It only strengthens it by a 
critique of the Marxist theory and its popularization. Schum- 
peter rightly mocks the popular argument that monopoly, pro- 
tectionism, colonialism, and war are products of capitalism, or 
even of the last phase of a capitalism despairing of markets and 
profits. The modern colonial empires date back precisely to the 
beginnings of capitalism, when capital was certainly not in over- 
supply and markets were not flooded. The capitalist century, the 
nineteenth century, was peculiarly free of major international 
conflagrations. Big-business policies are in general of an “‘adap- 
tive” rather than a causative nature in matters of public and 
international life, and the class struggle in the capitalist countries 
has had so little to do with imperialism that colonial exploitation 
was the exploitation of a country by another country, rather than 
of a class by a class. But there is, of course, no hope that the 
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believers of the criticized theory can be disabused so long as there 
are bourgeois interests on the one hand and international con- 
flicts on the other. 

One characteristic form of strictly economic imperialism can 
easily be developed from another point in Schumpeter’s later book. 
In his brilliant polemic against the modern static theory of 
monopoly he shows that investment, if it is not to be deterred by 
the constantly raging storm of “creative destruction,” requires 
the minimum of security that monopoly gives it temporarily. In 
other words, the alternative to investment under monopoly con- 
ditions would be non-investment, rather than investment under 
competitive conditions. This argument also explains a good deal 
of protectionism, which in turn is needed for monopoly. While 
Schumpeter himself has not explicitly drawn this conclusion, 
Adolph Lowe developed the entire argument of protectionism 
and economic nationalism several years before Schumpeter’s book 
appeared, in a study of ‘Nationalism and the Economic Order” 
(in Nationalism, edited by the Royal Institute of International 
Affairs, London 1938). But investment at home is certainly not 
more hazardous than investment abroad, even though the hazards 
may be different. And if capital is to go to undeveloped countries 
whose general conditions are little known and whose governments 
may be unstable, unreliable, and incompetent, such investments 
can hardly be imagined without the minimum of security that 
is provided by some control of government revenues and govern- 
ment expenditures. This seems to be a very frequent and plausi- 
ble origin of an economic imperialism stimulated by nothing but 
the most normal business considerations, and independent of 
special issues of monopoly and crisis in the motherland. This is 
the ‘dollar imperialism” which is dreaded by native governments 
to the point of making the acceptance even of Point IV aid most 
difficult—not to mention other and less honorable reasons for 


such reluctance. 
It remains to ask to what extent Schumpeter’s much ramified 
and flexible explanation covers all the possibilities. Obviously 
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it cannot cover the contingencies of history, which always remain 
and may assume the most gigantic proportions. Schumpeter 
himself briefly discusses the instance of Alexander, who used the 
Macedonian war machine built by his father to conquer the known 
world—not as a Macedonian empire but as the Persian empire 
that it was, and that now only received a new head. Schumpeter 
puts this down as “personal imperialism,” and also subsumes 
under this category the careers of Caesar and Napoleon, ‘‘poli- 
ticians whose stature rises with their military missions and who 
used ever new military successes to maintain their positions’ 
(p. 65). It is not fortunate to classify these most spectacular of 
all examples of imperialism as mere contingencies, which would 
not have occurred if certain individuals had died earlier in life 
than they actually did. While this is true, the question is whether 
nothing further can be said. ‘Iwo suggestions may be ventured 
here. 

In the first place, while Schumpeter is very deserving in his 
careful endeavor to explain rationally the origin of warrior classes 
and peoples from the lasting necessities of the historical environ- 
ment, it can be seen that this rational origin of imperialism pre- 
supposes the oppressor’s imperialism, in a possibly infinite regress. 
What drove the Hyksos into Egypt and the Scythians into Assyria? 
And why should the apparent contingency of a completely irra- 
tional imperialism—sheer lust for power—be found only in occa- 
sional and rare individuals, not in groups? Is it not wiser, with 
Hobbes, to rationalize the picture by making power and prestige 
ubiquitous objects of human and social life, which will often wait 
for other “rational” urges to rationalize them but may occasionally 


break out even in the absence of such justification or pretext? (I 
say “ubiquitous” because I take it that while the explanation of a 
power urge as an overcompensation for frustration may satisfy 
professional manipulators, or would-be manipulators, who promise 
to abolish frustration, it will not satisfy scholars.) 

In the second place, the example of Napoleon seems to suggest 
a line of reasoning studiously avoided by Schumpeter: the exist- 
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ence of missionary zeal, which may drive to international civil 
war in the modern world. The two are practically indistinguish- 
able when a new social system is attacked from without—France 
in 1793, Russia in 1918—and, instead of securing only the borders, 
makes them safer by carrying the revolution to the centers of the 
opposing social system. Nations have for the most part learned to 
coexist in more or less fluctuating borders, but social and political 
systems have been made incompatible in principle ever since 
Immanuel Kant taught that only a universe of republics can 
establish ‘““eternal peace.”” That Napoleon’s imperialism arose as 
a people’s missionary imperialism is easily seen from the words 
of the Marseillaise: “Against us is unfurled the blood-stained 
banner of tyranny.” And this of course is far from the only 
example in history in which messianism and nationalism have 
merged. The most recent examples in literature are Dostoevski 
and Berdyaev. 

What the argumient requires is, naturally, a genuine messianism, 
not simply an ideological cloak for naked instincts. The slogan 
of the white man’s burden comes under the: latter heading in a 
study of motivations, even though there is something to it for a 
study of historical effects. Cicero’s enthusiasm for Rome’s spread- 
ing the rule of law among the barbarians was properly blasted as 
an ideological pretext by Augustine, although he was wise enough 
and fair enough to recognize the civilizing effects of Roman rule. 
Schumpeter’s refutation of the idea of attributing Arabian im- 
perialism primarily to Islam inspiration is convincing, even though 
no one can doubt the secondary influence of that motive and the 
final effects. And whatever one may think of the white man’s 
burden, it is no mere accident that, of all the Moslem states, 
Pakistan and Indonesia are the only ones that show public spirit 
and a promise of a sound development. 

If the Hobbesian motive of power and prestige is put into the 
center, everything falls into its proper place. Capitalism itself, 
according to Sombart, is the private avenue to power through 
private profit and investment. This makes accumulation an 
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end in itself, while its edge would be blunted if, in accordance 
with a mere economic interpretation, it were forced on the capital- 
ists by competition; accumulation would then stop when monopoly 
was reached. Imperialism for economic motives is well known 
throughout history, no matter whether we deal with an already 
stratified society or not; often the society becomes stratified pre- 
cisely by military invasion. Schumpeter excludes this case from 
his definition of imperialism by requiring an “objectless” and 
hence limitless urge. But it is difficult to see that there is more 
than a difference of degree between the mounted nomads of 
Arabia in the seventh post-Christian century and the prehistoric 
mounted nomads who, originally herdsmen and breeders, seem 
to have descended on agriculturists of the neighboring regions for 
no other reason than that their own “mode of production” hap- 
pened to give them military superiority over those pedestrians. 
They had chanced on the invention of a war machine and, as 
they discovered this, they found an object for the attainment and 
perpetuation of which the machine could be used. 

According to Franz Oppenheimer this is the very origin of the 
state: the symbiosis of two in themselves homogeneous groups, 
one exploiting, the other exploited but not crushed or extermi- 
nated—the combination being thus capable of either developing 
to full cooperation in democracy, or decaying to a misery which, 
in the extreme case, need not even pay the lords if only the domi- 
nation is maintained. The latter situation would again be within 
the logic of Schumpeter’s definition by objectlessness, though a 
difficulty may be found in the fact that in this way the state, or a 
certain root and kind of the state, is confused with imperialism; 
but an empire, by definition, is something that has to do with both 
the state and imperialism. 

The concept which makes the relationship between state and 
imperialism obvious, because it is more comprehensive than either, 
is that of power. Power, however, can be abused at home, as 
abroad, and not all sovereign nations are known to live happily 


or prosperously. 
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Finally, one more suggestion seems to emerge from Schumpeter’s 
discussion. In several passing remarks he observes that the object- 
less aggressive urge needs no economic gain to justify or explain it. 
Indeed, if power carries its own satisfaction in itself, a rational 
theory needs no further ultimate motive, even though economic 
gains will usually go with power, and will not be refused. What 
any political analysis must consider is the technical as well as 
the ideological forms which give substance to the vagueness of the 
power urge: even if the latter is ubiquitous it does not always 
drive to imperialism, but does so only under specific appropriate 
conditions. One of these conditions, most elementary, is that the 
“objects” are different from the imperialists by some conspicuous 
mark; national differences (historical-social-linguistic) are good for 
such a distinction, and racial differences are still better. And it 
is in connecton with racialism that the objectlessness of imperial- 
ism, the purity of the power urge behind it, seems to attain its 
climax. 

It is a most startling fact that the industrially advanced imperial- 
ist nations of western civilization left their imperial possessions 
more or less underdeveloped. As a rule only the colonial raw- 
material sources for metropolitan industries were fully developed 
and more or less monopolized. ‘The Marxist writers are hard put 
to explain why metropolitan capital should make profits in its 
home countries by industrializing them, and in the colonies by 
keeping them underdeveloped. There is no way to profit, accord- 
ing to Marx, except by employing and exploiting propertyless 
workers. And unorganized, oppressed native laborers obviously 
offer an opportunity for exploitation at least as good as that offered 
by workers in the motherlands a hundred and fifty years ago. 
With the living minimum and the wage level lower in colonies 
than in white countries, labor values (and even production prices) 
would include a higher rate of profit, and this would counteract 
the fall of the profit rate on capital invested at home. 

This stock explanation of economic imperialism is not ap- 
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plicable, however, where capital is not invested. Speaking in 
more general terms, and irrespective of the theoretical explanation 
of profit, the scarcity of capital in undeveloped countries, and 
their correspondingly high profit rate, should attract capital in a 
rational world. The shutting of colonial countries to metropoli- 
tan and foreign capital would establish a monopoly of domestic 
investments and protect their profit rate, but would not provide 
an outlet for home capital that is redundant or newly formed. 

Speaking in terms of history, the Spanish, French, Dutch, and 
British empires were first founded at a time when capital was 
anything but redundant and profits anything but falling at home: 
the business literature of mercantilism is full of complaints about 
the harm done the motherlands by capital export. France con- 
quered her second empire without having invested any capital 
there, and private capital was not attracted to it—neither to Indo- 
China nor to North Africa. Mines there were state-owned because 
Marshal Lyautey, the conqueror, hated and despised the bourgeoi- 
sie and their social and economic system. He is long dead, but 
the pattern did not substantially change until the last war. This 
is why the rising native populations in the French empire, as those 
in India and Indonesia, for similar reasons, associate their aspira- 
tions for national independence with their hopes for industriali- 
zation; the white lords have withheld industrialization from them, 
even though the lords themselves thereby forfeited profit oppor- 
tunities. No reference to domestic monopoly can suffice to explain 
why the profit chances to be obtained from developing the colonies 
were deliberately shunned for a century by all imperialist coun- 
tries. 

The real answer emerges from the racialist principle invariably 
followed by the white lords, even though with different intensity 
and different mitigations. The reason why the natives were not 
admitted to proletarian employment by capitalism is that this 
would have been too good for them. Industrial employment 
invariably makes men more efficient, by giving them technical 
training, and it includes a large number of somewhat higher 
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functions—those of foremen and the like—that require some 
initial understanding of rational organization and provide more 
understanding of this kind on the job itself. Because the indus- 
trial-proletarian existence is definitely higher than that of the 
degraded and declassed colonials, the members of the inferior 
race cannot be admitted to it. The way to shut them out is to bar 
them from schools, possibly on the pretext that they are too un- 
intelligent anyway—or without any pretext. Where different 
races are available, one may divide them by grooming one for 
somewhat higher functions, so it may lord it over the other. Where 
different races are not available, it is safer to omit any education 
of natives at all. Industry may be a way upward, and to leave 
the natives “in their place” is the only safe thing. Racial superior- 
ity is a static principle, a principle of stagnation. And whatever 
else one may criticize in capitalism, it is not stagnant; it sets the 
entire social dynamics of the modern age in motion. 

But if racial discrimination is not a principle of capitalism, it 
nevertheless can be combined with capitalism, at least in a limited 
way, as can be seen from those colonial white-owned industries 
where the upper and lower functions are strictly reserved for 
the upper and lower races, respectively. More generally, racial 
discrimination and capitalism resemble each other, and can be 
reconciled, inasmuch as both establish inequality and privileged 
positions. The capitalist aristocracy of the motherland is part 
of the racial aristocracy in the colony, reserving for itself the best 
sites for country homes and possibly for speculation. In addition, 
capitalism, being a principle of inequality, may establish an alli- 
ance with the native feudal caste, whose assignment then is to keep 
the natives divided and the masses in stagnant dependence. In 
general imperialism can be described as a system in which the 
white lords sit on top of the native social structure, leaving it more 
or less stagnant, after destroying its crafts by cheap competition 
and using the resulting poverty to force the production and ex- 
portation of raw materials for the industries of the motherland. 

But all this does not refute the proposition that capitalism as 
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such is not to be simply identified with the racial discrimination of 
imperialism. White imperialism often did bring improvements to 
native life. It was not the British who introduced or maintained 
the most vicious caste system of the world in India, and the lowest 
pariahs were actually slightly better off for their presence. ‘The 
French pride themselves on their freedom from color bias. Algiers 
is organized not as a colony but as a part of the motherland, and 
its university ranks with those of the French provinces—though 
it may not be mere accident that the Islam principle of polygamy, 
conflicting as it does with French legal principles, excludes the 
non-Christian majority of Arabs from voting rights; and the hun- 
dred thousand Algerians in Paris are not housed any better than 
the far more widely publicized Negroes in New York’s Harlem. 
Other qualifications must be made in regard to Dutch racism. 
But it is fairly sure that no white country, with the sole exception 
of the Scandinavian nations, is without some form or degree of 
racism, even though Roman Catholic education in this respect has 
proved far superior to Protestant education. 

The question, then, is whether racism reflects and rationalizes 
the economic interests—in our own age, capitalist interests—or 
must be understood as an independent principle in imperialism. 
The stagnation in which the colonies were held, and which in- 
volved a renunciation of profit chances on the part of white capital- 
ism, gives the answer. 

In the combination of racism and capitalism it is racism that is 
in the lead; it restricts capitalism where the pursuit of capitalist 
interests may conflict with racialist interests. Sociologically, the 
racialist interest is represented by officials rather than by business- 
men: it is they, not businessmen, who are the principal and direct 
beneficiaries, and whose game preserves would be threatened if 
the colored subjects were permitted to rise socially. It is well 
known in the western imperial countries that the atmosphere and 
typical personnel in Colonial Offices—distinguished exceptions 
notwithstanding—differ from those in Foreign Offices: less educa- 
tion and less ambition for real service, more anticipation of 
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sinecures and a lordly existence far removed from the realities 
of life among the “‘natives.”’ In the classic time of colonialism the 
main business of colonial administrators, both military and civil- 
ian, was to spread awe through the display of their godlike 
existence. In recent years the Allied occupation armies in 
Germany, Italy, and Japan have found themselves in a similar, 
morally impossible situation. 

The whole enterprise of imperialism, thus viewed, may be a 
financial burden on the motherland, and on the business com- 
munity as a whole (which does not, however, preclude huge profits 
for individual firms). ‘Thus all the colonies of Hohenzollern 
Germany had to be subsidized to the end, and with one exception 
hardly promised anything better for the future. But in any event, 
colonial imperialism pays the administrators—and this is economic 
reason enough, if these administrators are recruited from socially 
and politically powerful non-capitalist classes. 

At this point these observations on racial imperialism converge 
with Schumpeter’s argument. It can be seen that he leads the 
discussion out of the desert of scholasticism, and opens up a vast 
horizon of unexplored realities. 











AGRICULTURE AND FARM LABOR 
IN THE SOVIET ZONE OF GERMANY 


BY FRIEDA WUNDERLICH 


| = policy in the Russian zone of Germany copies exactly 
the development in the Soviet Union. Only the tempo is modified, 
and this for tactical political reasons. In the following survey of 
this policy, and its results, it should be noted that [S] in the ac- 
companying documentation signifies a work published under 
Soviet censorship. 


I 


The fact that agriculture in the present Soviet zone of Germany 
was highly intensified, and therefore presented different conditions 
from those that had prevailed in Russia, has not been taken into 
consideration in Soviet policy. In 1933-39 the present Soviet 
zone produced, in relation to Germany’s total, about 39 percent 
of the bread-grain crop, 36 percent of feed grains, 41 percent of 
potatoes, 60 percent of sugar beets, though this area contained 
(1946) only about 28 percent of the German population and 
scarcely more than one-third of the country’s arable land and 
manufacturing capacity (Kramer, pp. 63-64); 1 it was almost self- 
sufficient in pork, though other meats and foodstuffs had to be 
imported. While Thuringia and Saxony were characterized by 
small and middle-size holdings, Brandenburg and Mecklenburg, 
and to a lesser degree Sachsen-Anhalt, were areas of large estates, 
strongholds of Junker power; the 9067 estates of more than 100 
hectares represented less than 2 percent of the total number of 
estates in the zone before the war, but they constituted almost 30 
percent of the zone’s agricultural land (Kramer, pp. 56, 59). 
Immediately after Germany’s defeat the Russians proceeded to 


1 Matthias Kramer, Die Landwirtschaft in der Sowjetischen Besatzungszone, 
Bundesministerium fiir gesamtdeutsche Fragen (Bonn 1951). 
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displace the Junkers and other owners of large estates. They 
followed the usual method of announcing the reform not as a 
Russian measure but as a step taken by the German administration. 
With the aim of complete collectivization, estates of over 100 hec- 
tares, and those owned by “war criminals, Nazi leaders, and active 
champions of the Nazi party and its affiliates,” as well as those of 
“the leading personalities of the Hitler state,’ were confiscated 
without compensation. Also, large amounts of personal property, 
household equipment, and clothing were seized. ‘The expropri- 
ation was virtually completed within two months. 

Since the property of persons arrested for whatever cause could 
be confiscated, there was much opportunity for denunciation and 
revenge. Records of former ownership were destroyed, and mort- 
gages and Altenteile (the parents’ share of property after the bulk 
has been transferred to the heir) were wiped out. Former owners 
were required to move from the com- 





—those who had not fled 
munity in which they had lived, and frequently were not permitted 
to live within a certain distance of their former farms. Even in 
the Soviet-controlled press it was admitted that serious blunders 
resulted from the haste of distribution and from the mechanical 
principle of limiting size to 100 hectares, irrespective of the use of 
the land. 

The land was sold on a credit basis, with the value of one year’s 
rent reckoned in rye at the prewar fixed price. The basic unit of 
distribution was fixed at 5 hectares, a maximum of 10 being 
allowed for poor soil. Land obtained under the reform cannot 
be resold, subdivided, leased, or mortgaged without the consent 
of the authorities. Buildings and livestock have been allocated to 
the settlers, but machines and certain other equipment have been 
transferred to machine-lending stations, or MAS (Maschinen- 
Ausleihstationen), independent public corporations from which 
tractors, sowing machines, harvesters, threshing machines are made 


available to the new settlers. Farmers who owned tractors and 
other farm machines have been made subject to collective ma- 
chinery-duty assignments. The planning of the MAS is centralized 
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in the Zentrale fiir Landtechnik, the leaders of which share in the 
responsibility for fulfilment of the production plans, and have to 
keep track of everyone’s political leanings. Fees for the use of 
machines are progressive with the size of the estates. Complaints 
about the poor work of the MAS explain the name Mord am 
Siedler (murder on the settler), which the German people have 
given it. 

In January 1949 the distribution was completed, and by then a 
total of 3.2 million hectares, representing more than a third of the 
entire cultivable area in the eastern zone, had been redistributed. 
The accompanying tabulations? show, respectively, the types of 
property that were taken over, and the groups to whom the bulk 
of it (two-thirds) was redistributed, most of the remainder (30 
percent of the total) going into public ownership. 


No. of Area in Area in % 


estates hectares of total 

Private property under 100 hectares = 4,278 123,688 3.8% 
“ce “é over ““ ‘é 7,112 2,504,732 97.4 
State property 1,203 329,123 10.2 

Settlement associations and institu- 

tions 129 18,321 0.6 
State forests 373 161,269 5-0 
Other property 604 88,051 2.7 
TOTAL 13,699 3,225,184 100.0 


Number Area in Average size 
of units hectares of holding 


Resettlers 89,529 754,976 8.4 
Landless peasants and farm workers 119,530 924,365 7.9 
Landpoor peasants 80,404 270,949 3.4 
Forest additions for peasants 39,786 62,140 1.6 
Small tenants 45,403 43,969 1.0 
Industrial workers, craftsmen 169,427 111,203 0.7 

TOTAL 544,079 2,167,602 4.0 


2H. W. Dolling, Wende der deutschen Agrarpolitik (Berlin 1950) pp. 105, 109, 
aio. [S] 
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These ‘estates owned by the people” (Volkseigene Giiter) have 
been united in one organization, which has the right of preemption 
in all sales of land. The former managers of state properties have 
been dismissed as reactionaries, and replaced by quickly trained 
young persons. Additional clerical help, needed to handle the 
mass of reports and statistics, has increased the bureaucratic ma- 
chinery of the nationalized estates to four times its former size.® 
Since being placed under political administration these formerly 
profitable estates have had to be granted very considerable sub- 
sidies. 

As can be seen from the tabulation, the average size of the half» 
million new non-public holdings was only 4 hectares, and the 
209,000 that went to resettlers and landless peasants and farm 
workers averaged no more than about 8 hectares in size. Earlier 
figures, referring to all farm holdings, also indicate the striking 
reduction in the size of holdings. These figures, reproduced here, 
are from the Minister of Planning,* and they show the changes 
from 1939 to 1946 in different farm sizes as measured in percent of 


1939 1946 
Under 5, hectares 9.2% 10.7% 
5-20 31.8 59-6 
20-50 22.4 21.5 
50-100 8.4 4.6 
over 100 28.2 3.6 

100.0 100.0 


arable land. It is clear that even by 1946 the holdings of 5 to 20 
hectares were sharply increased, at the expense of those of 50 and 
over. It should be noted, though, that there has been considerable 
illicit transfer of land, and this, often resulting in a unit changing 
hands several times, has no doubt increased somewhat the number 
of larger units since 1946, and also reduced the number of inde- 
pendent farmers. During 1939-46 the latter increased from 


8 Bundesministerium fiir gesamtdeutsche Fragen, Die Sowjetisierung der Land- 
wirtschaft in der Sowjetzone (Hamburg 1951) pp. 13 ff. 
4 Der Freie Bauer, June 23, 1950. [S] 
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317,200 to 560,000, and, surprisingly, the number of farm workers 
also rose—from 589,900 to 939,500 (Kramer, pp. 12, 53). 

All peasants were united in a Peasant Mutual Aid Association, 
or VdgB (Vereinigung der gegenseitigen Bauernhilfe), a mass 
organization for political propaganda and political and economic 
control. And this merged with the farmers’ cooperatives into 
Peasant Trade Organizations, or BHG (Bauerliche Handelsgenos- 
senschaften), after all the old officials had been removed from the 
cooperatives by the usual method of accusation of sabotage. The 
VdgB-BHG, which has become the elongated arm of the party,® 
has been made responsible for enforcement of the village economic 
plan, the village labor plan being arranged by the government.® 
As was true of the Nazi Reich Food Estate, the VdgB-BHG has 
local, district, and Land associations, and conducts a “Peasant 
Day,’ which is a convention meeting every second year. The third 
Peasant Day, in 1951, was mainly a political demonstration for 
peace and a solemn pledge of the farmers to deliver more than the 
prescribed quotas (Die Wirtschaft, December 14, 1951). 

Planning has been introduced according to the Soviet model. 
A two-year plan for 1949-50 and a five-year plan for 1951-55 
prescribe percentage increases in crop yields, number of livestock, 
and work norms, and an increase in MAS stations from 524 in 
1950 to 750 in 1955. Planning goes far beyond Nazi regimenta- 
tion. The authorities prescribe production, harvesting, market- 
ing, and the farmer is given orders as to what and how much he is 
to plant; in 1949 farmers were asked what they wished to plant, 
but their wishes were disregarded. ‘The time to be taken for each 
type of work is prescribed. Leaders of the party, along with 
fanatical members of the party youth organization, regularly check 
the production capacity of the farm. Every Saturday afternoon 
each farmer has to report to the mayor what he did during the 


5 Bundesministerium fiir gesamtdeutsche Fragen, Die Landwirtschaft und der 


5-Jahresplan: Ein Blick in die Sowjetzone (no date) p. 10. 
6 Die Wirtschaft (Wochenzeitung fiir Fragen der deutschen Wirtschaft), January 
18, 1952. [S] Before 1950 Die Wirtschaft was a periodical; since 1950 it has been 


a newspaper. 
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week, and receives instructions what to do in the following week; 
as is to be expected, the orders are frequently nonsensical, as in the 
instance of the farmer owning three acres of agricultural land who 
was told to plant twelve different kinds of fruit (Die Wirtschaft, 
March 30, 1950). 

According to the plan, farmers who own more than one-half 
hectare are assigned delivery quotas, which are fixed as to size 
and date before the crop results are known.” At first the older 
farms had higher delivery quotas per hectare than the farms held 
by new settlers, but the latter’s privileges were canceled by a law 
of February 22, 1950 (Die Wirtschaft, March 30, 1950); larger 
farms have higher quotas per hectare than the smaller ones. Crops 
harvested in excess of the quotas may be sold, but since quotas are 
based on the planting schedule, and have to be fulfilled at the 
earliest possible date, irrespective of the crop yield, few farmers 
have anything to sell. If there is a surplus, farmers are afraid 
to show that the quota does not exhaust their productive capacity, 
for it may be raised. If the community or district quota cannot 
be fulfilled, the farmers are collectively liable. All surpluses must 
be sold to a public corporation at fixed prices. 

Delivery quotas are centrally fixed for each type of fruit and 
livestock—for nationalized estates by the central administration, 
and for private estates by the Land. The German Lander authori- 
ties fix quotas for provinces, which are allotted by the latter to the 
districts, and by them to the various communities. The quotas 
thus passed on are of course graded, or differentiated, but little 
consideration is shown for the different abilities of the farmers and 
holdings. Market gardeners are made to produce grain, while 
experienced cattle breeders, according to Lowenthal, have to 
sweat over what is for them the unaccustomed task of vegetable 
growing.® Forest areas may appear in the plan as arable land. 
Farmers who do not fulfil the delivery quotas—whatever the rea- 


7 Die Versorgung, Deutsche Verwaltung fiir Handel und Versorgung in der Sow- 
jetischen Besatzungszone (Berlin 1946) no. 1/2, pp. 2 ff. [S] 
8 Fritz Lowenthal, News from Soviet Germany (London 1950) pp. 221-22. 
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sons may be—face severe punishment for ‘“‘endangering the food 
supply of the German people,” or for “deliberately undermining 
the new democratic state,”’ or for not cultivating the land in an 


“orderly” way.® 

Up to fifteen years of imprisonment, or even death, is the punish- 
ment for sabotage. There is a perpetual, and increasing, hunt for 
saboteurs. Since officials entrusted with the fulfilment of the plan 
are punished for dereliction of duty in case of failure, and since 
prosecutors and judges who show clemency risk arrest themselves, 
heavy sentences are pronounced in defiance of evidence and with- 
out consideration of excuses such as hail, lack of manure, machinery 
breakdowns (Léwenthal, p. 232). Convictions usually result in 
the confiscation of property. For fear of prosecution, farmers 
often surrender their seed grains. Even reports of the party, the 
SED (Sozialistische Einheitspartei Deutschlands), have admitted 
that livestock has been too much reduced by deliveries,’ and that 
“administrative-mechanical mistakes,’ as well as natural causes, 
have prevented the improvements expected from the land reform. 

Contests are arranged between farmers and nationalized estates, 
and between entire villages, which have to challenge each other 
to exceed the delivery quotas, to fulfil the plan at an accelerated 
rate of speed, to decrease production costs, to pay efficiency wages 
to the highest percentage of workers. Victorious estates and farm- 
ers receive flags.™! 

Large estates—those of 25 to gg hectares—currently designated 
as “reactionary farm elements,’ have been harassed, especially 

® Orders of February 23, 1949, Zentralverordnungsblatt, p. 191, and of March 10, 
1949, ibid., p. 193. Instances have occurred in which farmers, in an effort to fulfil 
the delivery obligations for meat, have given up their cows and then been unable 


to fulfil the milk quota; see Wilhelm Ziegelmayer, Drei Jahre Erndhrungswirtschaft 


in der Ostzone (Berlin 1948) p. 45. [S] 

10 Der Deutsche Zweijahresplan fiir 1949-50 (Berlin 1948) pp. 68, 101-02. [S] 
The only woman speaker at this meeting of the SED courageously remarked that it 
is wrong to care only for livestock while destroying the animals’ owners by starvation 
(ibid., p. 88). 

11 Order of July 27, 1951, Gesetzblatt der Deutschen Demokratischen Republik 
(Berlin) p. 751. [S] This compilation is hereafter referred to in the text, as merely 


Gesetzblatt. 
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since 1950, by inordinately high delivery quotas, non-delivery of 
spare parts or new machinery, the strict enforcement of high wages 
and short hours for farm workers, the obligation to lend tractors 
and machinery to new settlers, insufficient feed and fertilizer 
deliveries, and low sales prices, as well as by confiscatory taxation. 
Thus the holders of such estates may easily fall below delivery 
obligations and lose their farms, and even their personal freedom. 
They are politically defamed, and are not eligible as functionaries 
of official organizations; frequently their children are not admitted 
to secondary schools and universities. 

The new settlers are privileged in comparison with the old 
owners, but communal ownership of implements, lack of adequate 
buildings,’ insufficiency of fertilizer and livestock, selection of 
candidates for allotments out of political reasons rather than for 
competence, the ensuing frequent changes of ownership, low 
prices, and, especially, the fact that the new lots are much too small 
to live on, and that strict supervision leaves hardly any scope for 
private initiative—all this may push even these farmers along the 
road to collective farming. The result of so many difficulties has 
been an increasing number of deserted holdings. A high official 
declared at a meeting of the SED that abandoned land was a serious 
problem. New settlers give up their land and no one wants to take 
over. The farmers’ reasons for abandoning their land include 
not only the grievances mentioned above but also the sudden 
increase of delivery quotas for livestock (Die Wirtschaft, January 
26, 1951). “After delivery quotas were increased by 25 to go per- 
cent in 1950, the farmer remained without seed, and lacked feed 
for his cattle and food for himself and his workers and cash income 


to balance his budget.” 1% 


12 Der Tagesspiegel, of September 16, 1947, reported that according to Erwin 
Hoernle, the president of the Central Administration for Agriculture and Forestry, 
200,000 settlers had no home, stable, or barn; and on March 23, 1951, Die Wirtschaft 
declared that the failure of the building program had been a disappointment in 
1949 and 1950. 

18 Die Sowjetisierung der Landwirtschaft in der Sowjetzone (cited above, note 3) 
p. 28. 
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The land revolution in the former breadbasket of Germany 
reduced agricultural productivity to such a degree that rations 
had to be maintained on a near-starvation level. Normal con- 
sumer rations in June 1949 were 1526 calories, and sometimes even 
this amount was not available. Conditions improved in 1950, 
when several items could be taken off the ration list, but meat and 


fat are still in short supply. 

The initial difficulties increased when the Russians ordered 
large quantities of potatoes used for alcohol, when high party 
members began to receive supplementary supplies, and when 
farmers were compelled to transport reparation lumber to saw- 
mills and stations. By dismantling transportation facilities and 
factories, by shipping the main stock of tractors and the bulk of 
draft animals and whole plants to the Soviet Union,’* among them 


14 The military authorities seized virtually all important industrial, commercial, 
and transportation enterprises by Order 124 of October go, 1945 (Befehle des 
Obersten Chefs der Sowjetischen Militérverwaltung, Sammelheft 1, 1945, Berlin 
1946, p. 20). This order provided for sequestration of the property of governments, 
Nazis, war criminals, Germany’s wartime allies, and any other person designated by 
the Soviet Military Commander, and also of ownerless and neglected property. 
The absenteeism of shareholders in joint-stock companies rendered such companies 
“ownerless,” according to official interpretation. Only small firms, mostly in con- 
sumer industries, were returned to their owners. Many of the larger concerns became 
the property of the Lander. The most important plants (especially in mining, 
chemicals, synthetic oil, potash, rubber, cars, electrical industry, iron and steel, 
metallurgy and power) were transferred to Soviet ownership and management, 
converted into Soviet corporations (SAG, Sowjet Aktien Gesellschaften), and then 
integrated into the Soviet economy. These extraterritorial companies have priority 
in raw materials, machinery, fuel, and labor supply. They pay no taxes and do not 
have to comply with labor laws, but their deficits have to be paid by the German 
Land governments. Official figures give the value of SAG concerns in 1950 as 3.1 
billion marks, and their share of total production as 35 to 40 percent (Sopade 
Informationsdienst, Denkschriften 39 [Die chemische Industrie in der Sowjetischen 
Besatzungszone], Bonn, no date, p. 4; and Deutsche Zeitung, February 18, 1950). 
They employ one-quarter of all the zone’s industrial workers. In the chemical 
industry the SAG plants, by 1951, were planned to have 52 percent of the total 
production capacity, the nationalized plants 37.5 percent, and private plants 10.5 
percent (Sopade, Denkschriften 39, p. 9), the latter’s share to be reduced to 7.4 


percent in 1955. Iron-ore mining, railroad-car construction, automobile manu- 


facturing were taken over in total; 80 percent of the sheet-metal industry, 70 percent 
of precision instruments, 50 percent of locomotive construction were seized. 
The German Institute for Economic Research estimates that in the third quarter 
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those for farm machinery, fertilizer, and power (either in total or 
their produce), a shortage of equipment, fertilizer, fuel, and 
animals was created which prevented the farmers from tilling their 
land efficiently. Agriculture suffered severely from the damage 
done to the transportation system; railways were converted into 
single-track routes, with the Russians taking the other rails off 
to the Soviet Union, and the Russian demands on the remaining 
transportation facilities greatly exceeded those of other occupation 
armies.’° During the last few years it has been the policy to 
integrate the Soviet zone with the rest of the Soviet orbit, in order 
to make it economically independent of the West and at the same 
time increase the volume of foreign trade that is conducted with 
the East. 

The Russians have succeeded in destroying the Junker power. 
But they have achieved this at the cost of a destruction of capital 





of 1946, requisitioned industrial goods amounted to go percent of production in 
machinery, cars, leather, shoes, 84 percent in textiles, 80 percent in electro-chemical 
products and ceramics, 75 percent in optical instruments and clothing, 70 percent 
in glass and woodwork, 60 percent in potash, 50 percent in cement (Franz Seume, 
“Organisationsformen der Industrie in der sowjetischen Besatzungszone,” in Deut- 
sches Institut fiir Wirtschaftsforschung, Wirtschaftsprobleme der Besatzungszonen, 
Berlin, 1948, p. 211). According to the German Institute, dismantling reduced 
production by 4.8 billion marks, or 45 percent of 1936, in addition to the losses 
in SAG production (quoted by J. P. Nettl, The Eastern Zone and Soviet Policy in 
Germany, 1945-50, London 1951, p. 207); in fertilizers alone, dismantling reduced 
capacity by 40 percent in nitrogen and go percent in phosphorus (Sopade, Denkschrif- 
ten 39, p. 3). Reparations paid from current production were estimated by the 
German Institute at 4.4 billion marks from 1945 to 1948 (Nettl, p. 210), and the 
Russians admitted to 3.7 billion marks in 1950, when they reduced future payments 
to 3.2 billion, to be continued until 1965 (Die Wirtschaft, May 18, 1950). A large 
amount of the dismantled capital goods was wasted. The five-year plan declares it 
the predominant task of industry to fulfil strictly the reparation obligations to the 
Soviet Union and Poland. 

15 Statistical data are a closely guarded secret in the Soviet zone, and the published 
figures are unreliable. The Neue Zeitung, on January 13, 1948, estimated the 1947 
crop at one-half of the prewar amount. Estimates of the Bundesministerium fir 
gesamtdeutsche Fragen gave 1949 crops in percent of those of 1935-39 as 71 for 
grains, 67 for potatoes, 56 for sugar beets, 44 for fodder plants; in 1948 milk pro- 
duction had been reduced to 41 percent of 1938 (Kramer, op. cit., pp. 25, 64, 75). 
In Western Germany, in 1948, yields per hectare of almost every major field crop 
exceeded their prewar levels. 

16 Nettl, cited above (note 14), pp. 216-17. 
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and efficiency as well as of a disregard of individual rights. In- 
security, fear of increased controls and of collectivization, of being 
cut off from the Reich, of arrest and concentration camps, are 
haunting the people. Arbitrariness, uncertainty, excessive repara- 
tions, exploitation of Germany for purposes of Soviet expansion, 
are deeply resented. 


II 


The workers’ fate, too, has developed according to the Russian 
model. From the beginning the military government intended to 
make party-controlled trade unions a pillar of its policy. As early 
as July 1945 there developed a zonal association, the Free German 
Trade Union Federation, or FDGB (Freier Deutscher Gewerk- 
schaftsbund), formed by a number of unions which were organized 
on an industry basis, covering manual and non-manual employees. 
The FDGB is strictly centralized, and all officials are appointed 
by the Central Council (Bundesvorstand). Membership in the 
farm-workers union was reported as 416,937 in 1949.17 A report 
prepared by the Social Democratic party of Western Germany, for 
the International Socialist Conference in Copenhagen in June 
1950,'* describes how Soviet pressure makes it impossible for a 
worker not to join. Those who resist may be treated as enemies 
of the people. ‘The FDGB, the only labor organization in the zone, 
has become an instrument of political control. With its help, 
works councils were abolished in 1948, after elections in 1946-47 
had demonstrated the growing disinclination of the German 
worker to vote for Communist representatives. —The FDGB press 
had characterized the works councils as obstructive and obsolete 
institutions which had retarded the trade-union task of creating 
an activist movement and new working habits. They were re- 
placed by politically reliable plant delegations of the FDGB, 


17 Neues Deutschland, August 19, 1949. [S] 

18 Sopade Informationsdienst, Denkschriften 28 (Das System des Kommunistischen 
Terrors in der Sowjetzone; Vorstand der Sozialdemokratischen Partei Deutschlands), 
June 1950, Part II. 
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which control private farms and have advisory functions on 
nationalized farms.1® Their task is to drive the worker, not to 
protect him. 

On the basis of compulsory registration (Orders 65 and 153, of 
September 15 and November 29, 1945), the Nazi workbook has 
been reintroduced (Order of February 4, 1947).2° Compulsion 
to work has been established for both men and women—the latter 
between the ages of fifteen and sixty—if the official physician con- 
siders them capable of work; certificates from non-official physi- 
cians are not recognized. ‘Those who refuse to work are punished. 
For “labor shirkers and violators of labor discipline” Order 323 
(November 20, 1946) provides various punitive measures, includ- 
ing reprimand, withdrawal of extra rations, cuts in vacations equal 
to the days lost without grounds, and even criminal jurisdiction; 
“in severe cases Order 160 [under date of December 3, 1945] on 
the punishment of acts of sabotage and diversion comes into con- 
sideration.” 

Employment offices were put in complete control. ‘They were 
empowered to dissolve labor contracts that are “contrary to eco- 
nomic necessities,’ and to assign the workers thus displaced to 
tasks for which no volunteer workers could be found. The exact 
amount of labor needed per hectare of cultivated land, and per 
unit of livestock, has been calculated, with men over sixty-five and 
children under ten being counted as one-fourth of one laborer 


19In the beginning of 1950, according to Die Arbeit, more than 13,000 trade- 
union functionaries (40 percent of them under twenty-five years of age) were elected 
in 400 villages; in addition, 21,500 were elected for farm and village groups (28 
percent under twenty-five); the village trade-union groups elected one functionary 
for every 8 members, the MAS one for 10, the nationalized farms one for 13 (Bundes- 
vorstand des FDGB, Berlin, Die Arbeit [Theoretische Zeitschrift des Freien Deut- 
schen Gewerkschaftsbundes], February 2, 1950, p. 78 [S]). Die Wirtschaft, on 
November 23, 1951, complained about the lack of interest in trade unions on the 
part of workers on private farms, who had elected only 25 percent of their 


functionaries. 
20 Arbeit und Sozialfiirsorge (Amtliches Organ des Ministeriums fiir Arbeit und 


Gesundheitswesen, Berlin). -arch 1, 1946, pp. 3, 4, and February 1, 1947, p. 38. [S] 
This periodical, which is hereafter referred to in the text with the abbreviation 
Arb. und Soz., has not followed a consistent system in numbering its issues. 
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(Sopade, Denkschriften 28, pp. 36 ff., 76). Surplus labor has been 
drafted for other work—especially in the hated uranium mines, 
in which about 90,000 persons were working in the beginning of 
1950.21, When farm labor is needed, factories are ordered to 
provide a certain proportion of their staffs for this work. Accord- 
ing to the German Institute for Economic Research, compulsorily 
directed labor amounted to almost 14 percent of the total number 
of new employment registrations in 1946 (Wirtschaftsprobleme 

., p. 62). There has been forced labor by concentration-camp 
inmates, and there have been considerable deportations to Russia, 
but no figures are known. . 

An act of September 27, 1950 (Gesetzblatt, p. 1037) declares that 
women’s work should not be limited to traditional occupations, 
and, in order to facilitate this expansion of activities, recommends 
the establishment of nurseries and kindergartens and laundries. 
Single women working their own farms were to receive special 
support through economic counseling and priority in machine- 
loan services. In 1951 a survey of all agricultural jobs was made 
by the Ministry of Agriculture and the unions, in order to find 
where women could replace men (Arb. und Soz., October 1951, 
no. 1, p. 436). 

A plan has been established, similar to the famous Nazi Nach- 
wuchsplan, for directing into employment those young persons 
who are leaving school. By an order of March 20, 1951 (Gesetz- 
blatt, p. 233), psycho-technical aptitude testing of school-leavers 
was prohibited, and all apparatus, implements, and forms used for 
testing have had to be surrendered to the Land Ministry of Recon- 
struction. 

By an act of July 12, 1951 (Arb. und Soz., June 1951, no. 2, p. 358, 

21 Europa Archiv, no. 6, March 20, 1950, p. 2928. A shop may receive an order 
to provide a contingent of 10 men in good health and between eighteen and forty- 
five years of age. The employer has to take full responsibility for these men’s 
appearance at the mine on the prescribed date. “Where the above quotas are not 
fulfilled the proper authority will mete out punishment under Order No. 3.” This 
order, promulgated by the Control Council on January 17, 1946 (Amtsblatt, p. 131), 


provided for a general registration of manpower, in order to avoid chaos; the Western 
powers did not apply it, and later rescinded it. 
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and January 1952, no. 1, p. 2), the employment offices were dis- 
solved, because they had been unable to live up to their tasks, and 
their work was taken over by the labor departments of cities and 
rural districts. These have been ordered, among other things, to 
register those looking for work, to mobilize the labor reserves, 
to help nationalized farms in recruiting manpower, to direct youth 
to occupations, to supervise collective agreements and safety meas- 
ures, and to investigate work accidents. 

Production is stimulated by a mixture of exhortation and sanc- 
tions. A change from time rates to incentive wages is a major 
objective of Soviet policy. As in the Soviet Union, equality 
(Gleichmacherei) is condemned.??_ The Russian Stakhanov system 
has been introduced, as a movement of “activists”; it is connected 
with the name of a German miner, Hennecke, who allegedly ful- 
filled 380 percent of his “norm.” ‘These norms are tasks set by 
efficiency engineers, based on the output of activists, and they are 
periodically increased with the help of norm-breaker “‘brigades.”’ 
By a labor act of April 19, 1950, and an order of July 27, 1950 
(Gesetzblatt, pp. 349, 715), decorations are distributed to “labor 
heroes,” “successful activists,” “‘successful inventors,” and they also 
receive preference in the distribution of goods, in housing, and in 
access to sanatoria and convalescent homes, in addition to flatter- 
ing publicity. The other side of the picture is a long list of punish- 
ments for violation of rules. 

The setting of norms has met with many difficulties in agricul- 
ture. Norms worked out in 1949 proved inapplicable (Die Wirt- 
schaft, 1949, no. 19, p. 668). The Brandenburg authorities drafted 
industrial “‘calculators” for this task (Arb. und Soz., July 15, 1949, 
p- 322), and a special committee, established in the Ministry of 
Agriculture, worked out “quality norms” for all types of work, 
even to the cleaning of milk bottles (Die Wirtschaft, March 16, 
1951). Activists are obliged to stimulate an overfulfilment of 
norms and to denounce workers who are slow or show dissatisfac- 
tion with the political powers. Those who neglect to do so are 


22 Der Deutsche Zweijahresplan fiir 1949-50 (cited above, note 10) pp. 26, 65-66. 
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dubbed saboteurs, and may quite possibly disappear in the uranium 
mines.** 

So-called collective agreements—prescribed by the Minister of 
Agriculture in collaboration with the union, according to a model 
provided by the government in an act of February 15, 1951 (Arb. 
und Soz., March 1951, no. 2, p. 126)—must fix, for nationalized 
farms, efficiency norms which provide definite production in- 
creases and cost decreases in comparison with the preceding year. 
For the workers, the agreements contain more duties than rights. 
Complaints of the Brandenburg union, noted in Arbeit und Sozial- 
fiirsorge (July 1951, no. 2, p. 314), make it clear that the unions 
have little to say in setting the norms—a vote against the agree- 
ment would mean immediate arrest—and an article in the same 
official periodical (August 1951, no. 2, p. 367) indicates that the 
trade unions do not always take part even in working out the 
wage groups. 

By an order of May 26, 1951, the nationalized estates have to 
report every three months to the MAS in regard to such matters 
as manpower, costs, the output of each type of fruit, the percentage 
of workers receiving incentive wages (Arb. und Soz., August 1951, 
no. 2, p. 384). That there is a lack of union and management 
interest in making these reports is evident from official complaints 
on the subject (zbid., February 1952, no. 1, pp. 52-53). Profes- 
sional contests of young people have been introduced, as during 
the Nazi period. 

On large farms, workers are assigned to several brigades—for 
soil cultivation, fruit tending, repairs, livestock, horse teams, trac- 
tors. The soil cultivation brigade, composed of about ten workers 
under the leadership of a brigadier who assigns the work, takes 
over a certain acreage on which it works for the duration of one 
crop rotation (seven to ten years). While the government is 
responsible for the priority in which machinery is assigned, and 
the MAS brigade for the enforcement of the system, the soil cul- 


28 Statement of an activist who fled to the Federal Republic; see Die Quelle 
(Funktiondrorgan des Deutschen Gewerkschaftsbundes, Cologne) February 19532. 
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tivation brigade is responsible for the machinery while it is in use. 
The brigadiers have to organize contests, not only between indi- 
viduals but also between brigades, and the victor receives the title 
“brigade of excellent quality” (Die Wirtschaft, February 2 and 
April 13, 1951, February 8, 1952). Soil cultivation brigades have 
been criticized as nonsensical, because workers have to be sep- 
arated and assigned to other brigades when the special fruit has 
been harvested (ibid., December 29, 1950). 

Strikes on nationalized farms are illegal, and if they occur they 
are called “sabotage of the economic structure of the people’s 
democracy,” and are brutally suppressed; in one case the strikers 
were offered the choice of going back to work or being deported 
to Siberia (Sopade, Denkschriften 28, p. 29). In the private sector, 
on the other hand, strikes are legal. Collective disputes have to 
be settled by the union or the FDGB or, if they fail, by the labor 
courts; the latter also have the task of settling individual disputes. 

Since the majority of workers are still employed on privately 
owned farms, protection is provided against exploitation. By 
Order 26, of January 26, 1946, written contracts, based on collec- 
tive agreements, are required (Arb. und Soz., March 1, 1946, p. 18), 
but the employers, since no organizations are permitted to them, 
are represented by Communist-dominated organizations similar to 
the chambers of industry, commerce, and the like, which are 
composed one-third by employers, one-third by trade-union ofh- 
cials, and one-third by representatives of the public authorities 
(Order 61 of March 14, 1947, tbid., May 15, 1947, pp. 205 ff.). 
Actually, the agricultural wage scales are established by the Min- 
istry of Agriculture. The contract has to fix the day of starting 
work, the type of work, hours, overtime pay, bonuses, compensa- 
tion for tools provided by the worker, housing, perquisites, dura- 
tion of the contract, terms of notice. A registration fee must be 
paid for every worker, and the contract has to be registered with 
the trade union. It can be terminated only with the consent of 
the union, except in case of mutual agreement. 

The official trade-union periodical, Die Arbeit, complained on 
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June 6, 1950, that hardly 10 percent of the peasant farms enforced 
the collective agreements. In April 1950, according to union 
estimates, 20,000 of the 360,000 to 380,000 workers in the private 
sector were not even covered by collective agreements (ibid., July 
7, 1950). The union checks on this by sending controllers to the 
farms, and such visits are used to organize all workers. In one 
year 113,532 farms were checked in this way, and it was found 
that 20 to go percent of the farmers had violated the law (Die 
Wirtschaft, November 17, 1950). 

A Law for the Protection of Labor in Agriculture, of December 
12, 1949 (Gesetzblatt, p. 113), prescribes a 48-hour week, including 
care for animals, with 300 hours overtime possible during the 
season, and provides high penalties for violators; before the enact- 
ment of this law, collective agreements provided for 2700 hours a 
year, with 25 percent overtime pay (Arb. und Soz., July 1, 1946, 
p- 207). Young persons fourteen to sixteen years of age are per- 
mitted a maximum of 7 working hours a day (42 a week), and 
those of sixteen to eighteen are given 714 a day (45 a week); time 
has to be granted for attending school. Married women are sup- 
posed to be granted one free day a month for household work, 
but this provision has remained a dead letter. By a law of June 7, 
1951 (Gesetzblatt, p. 547), annual leaves of 12 working days (more 
for young workers, war-disabled veterans, workers who have heavy 
and hazardous work, executives) are provided, as is maternity leave 
for five weeks before and six weeks after confinement (and pro- 
tection against dismissal from the third month on); further rules 
concern housing, sick pay, payments to survivors. Another law 
of the same date (ibid., p. 550) prescribes terms of notice for dis- 
missal. Dismissal without notice, however, is permitted for vari- 
ous reasons—for example, if the behavior of the worker is contrary 
to so-called “democratic and anti-fascist principles,” if dismissal 
is requested by a government authority responsible for supervi- 
sion or investigation, if a worker on a nationalized farm has been 
guilty of breach of discipline. ‘This leaves ample room for 


discrimination. 
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Wages are strictly controlled. Fixed at first on the 1945, basis, 
they were slightly increased in 1946 and 1948, and graded wage 
scales were put into effect in 1948 and 1949. By an order of 
August 17, 1950, supplemented by one of September 7 in the 
same year (Gesetzblatt, pp. 839, 947), wage principles were laid 
down for nationalized enterprises. These included such matters 
as the establishment of wage differentials in correspondence with 
the relative importance of different industries; a greater differen- 
tiation according to skill—the aim being, according to Deputy 
Prime Minister Ulbricht, that the wages of the highest-paid and 
the lowest-paid workers would stand in the ratio of two to one by 
the end of the five-year plan; ** a general provision for eight wage 
groups; differentiation according to regions. Order 253 of Au- 
gust 17, 1946, established the principle of equal pay for equal 
work (Arb. und Soz., January 15, 1947, pp. 14-15), but where 
work is done mainly by women their wages amount only to 85 
percent of those of men (ibid., July 1, 1946, p. 207). Various 
articles in Arbeit und Sozialfiirsorge stress the point that the 
equal-pay order was not supposed to start a wage movement, and 
the courts have decided against women workers suing for equal 
wages (tbid., December 15, 1947, Pp. 515)- 

Money wages have been largely fictitious, real wages being 
dependent to a considerable extent on wages in kind, and on the 
amount of rationed goods that can be bought at controlled prices. 
Workers are promised increases in real wages as their work pro- 
ductivity increases, although not in the same proportion, as was 
emphasized by Deputy Prime Minister Ulbricht in explaining the 
five-year plan. Wages are supposed to be paid in cash, with the 
worker entitled to buy perquisites from his employer at officially 
fixed prices. ‘Those who live in the farmer’s household are ex- 
pected to pay a daily 1.50 marks for board and o.50 for shelter. 
But such paper rules, much cherished by the Russians, have not 
changed the traditional relation between wages in cash and wages 


in kind. 


24 Tdgliche Rundschau (Berlin) July 23, 1950. [S] 
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The December 1, 1948, collective agreement for commercial 
gardening, which covers 76,750 employees, provides hourly wages 
of 0.80 to 1.15 marks for skilled workers, 0.70 to 0.75 for semi- 
skilled, 0.60 to 0.70 for assistants, and 0.60 to 0.65 for light work 
(Arb. und Soz., January 15, 1949, pp. 24-25). And the order 
of August 17, 1950 (Gesetzblatt, p. 841) raised the hourly wages of 
farm workers on nationalized estates from 0.50 to 0.70 for light 
work, from 0.60 to 0.75 for assistants, from 0.63 to 0.81 for semi- 
skilled workers, from 0.75 to 0.87 for skilled farm workers, and 
from 0.85 to 0.93 for craftsmen; also, it added three new classes, 
which were to receive 0.99, 1.10, and 1.19 marks per hour—wages 
scarcely applicable to farm workers.*> Wages can be raised, by 
about 15 percent, for surpassing the norm. Wage boosts without 
an increase in prices were intended to weaken the larger farms. 
Farmers who paid less than the stipulated rates were punished by 
being prohibited from employing workers at all (Die Arbeit, 
February 1952, p. 73). The official union periodical complained 
that some farm workers agreed with farmers to work for lower 
wages, and told the checking trade-union officials to mind their 
own business (ibid., October 1951, p. 514). 

Payment of the official rates is conditional, however, on the 
satisfactory performance of norms, and the collective agreement 
for nationalized farms contains a clause that wage rates can be 
cut if norms are not fulfilled (Arb. und Soz., June 15, 1949, p. 277). 
The raising of norms has frequently been used as a device for 
cutting wages. Thus in order to ascertain actual earnings, data 
would be needed on the relation between norms and their fulfil- 
ment, but such data are not available. Moreover, deductions are 
made also for other causes; thus there have been complaints about 

25 In the Western zone, by comparison, a married skilled worker earned, in January 
1950, 180 marks a month, and received no additional perquisites (Foreign Service 
of the United States, Frankfurt, Mechanization of Peasant Farms in Germany, 
January 18, 1950). The Western worker received a raise of 10 percent in the fall of 
1950, when the unions claimed that agricultural wages amounted to only 70 percent 
of those of industrial workers, and he received another increase of 15 percent in 


December 1950 (Bundesstelle des Deutschen Gewerskchaftsbundes, Informationsdienst 
und Nachrichtendienst, January 1 to June go, 1951, p. 141). 
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wage deductions for the war in Korea, or about deductions in 
the form of unpaid “voluntary” work as birthday gifts to Stalin 
and other Communist heroes.”® 

Workers in the Soviet zone live at a level far below that of 
workers in the Federal German Republic. According to the 
German Institute for Economic Research, the average consump- 
tion prevailing among West German workers cost twice as much 
in Eastmarks as in Westmarks in September 1950, in addition to 
the lower quality of goods and services in the Soviet zone.27 A 
number of important goods are still rationed in the East. Non- 
rationed goods, and those available in excess of the rations, are 
distributed primarily through the official retail organizations, at 
prices far above those of rationed goods—a shrewd device for 
depriving higher incomes of their purchasing power. 

Housing on private holdings is rigidly controlled, and it is 
required that repairs be made. On nationalized farms the workers’ 
lodgings have been “purged” of persons not working on the 
estate (for example, children who receive training for other than 
agricultural work); in Saxony 453 persons were expelled for this 
reason (Arb. und Soz., October 1951, no. 2, pp. 464-65). 

The traditional structure of social insurance has been aban- 
doned, and a system established which unifies all branches without 
essential changes in benefits. By Orders 28 and g2 of 1947 (Jan- 
uary 28 and April 22), dues amounting to about 20 percent of 
the wages are paid, half by employers and half by workers, but 
farmers who employ no more than 5 workers pay the dues alone 

26 Die Quelle (cited above, note 2g) February 1952. The worst type of unpaid 
labor was recently proposed by the SED as “National Assistance.” A compulsory 
loan of g percent of gross incomes was to be raised for two hundred dwellings in 
Berlin, to be constructed by voluntary labor amounting to goo hours of work in 
1952 by each adult resident (Neues Deutschland, November 25, 1951). The total 
cost would have been 20 million marks, while the loan would have yielded about 


765 million. This proposal aroused a wave of protest in the population (Sopade, 
Querschnitt durch Politik und Wirtschaft, Sozialdemokratische Parteikorrespondenz, 


Bonn, February 1952, pp. 64 ff. and 36). 
27 Deutsches Institut fiir Wirtschaftsforschung, Wochenbericht, Berlin, December 
8 and 15, 1950; a market basket for which an Eastern worker spent 650.50 marks 


could be bought by a Western worker for 318.80. 
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(Arb. und Soz., March 1, 1947, p. 91). When an order of April 26, 
1951 dissolved the social insurance institutions and transferred 
the administration of finance to the Treasury (ibid., May 1951, 
no. 2, p. 219), the intention, according to the Western Social Dem- 
ocratic Party, was to legalize the use of social insurance funds for 
other public purposes. Sopade reported (Querschnitt ..., Decem- 
ber 1951, pp. 59 ff.) that 600 million marks had already been 
diverted in 1947 to government functions. ‘The Sopade accuses 
the administration of wasting funds. In one of the state institu- 
tions the fund had been reduced in 1948 from 375 to 181 million 
marks. 

The transfer of the administration of benefits from self-govern- 
ing bodies to the Soviet-controlled FDGB has opened the door to 
political distribution of benefits. In every plant or farm a social 
steward has to decide about the granting and the amount of tem- 
porary and permanent disability benefits, workmen’s compensa- 
tion, rest cures, and other benefits. Incapacity to work is sharply 
investigated. Private insurance companies have been expropriated 
and nationalized, and private voluntary health insurance has been 
discontinued (Die Wirtschaft, April 13, 1951). An order of Octo- 
ber 25, 1951, gives the unions (aided by official inspectors) the task 
of supervising safety, as in the Soviet Union (Arb. und Soz., Son- 
derbeilage, November 1951, no. 2); children under sixteen years 
of age are not allowed to do dangerous work with animals or 
machines. In the field of public welfare work, social commissions 
give the means test. A single organization, “Volkssolidaritat,” 
has been established to replace the private welfare organizations, 
and has the monopoly of receiving gifts.*® 

A large number of complaints in the official press about work- 
ers’ non-participation in trade-union elections, about their lack 
of understanding of activists’ tasks, of norms, and of brigade obli- 
gations—frequently the old work squads have merely been re- 
named brigades, with no other change (Die Arbeit, August 1951, 


28 Klaus Mehnert and Heinrich Schulte, eds., Deutschland Jahrbuch (Essen 1949) 
Pp. 310. 
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p- 422)—about neglect in the cultivation of “Mitschurin fields,” 
which are supposed to provide models of Soviet cultivation, and 
about many other alleged malfeasances indicate the dissatisfac- 
tion and opposition of farm workers. “Our farm workers are influ- 
enced by big farmers. Frequently the latter help small farmers 
(with grain and other products) who as compensation work on 
the larger farm” (ibid., October 1951, p. 514). 

The Social Democratic report is right in concluding (Sopade, 
Denkschriften 28, p. 26) that the Eastern worker is “again in the 
state which one believed had been overcome in 1945. Again a 
compulsory state organization has displaced the trade unions, 
and again workers’ codetermination has been abolished.” ‘The 
worker can be drafted for forced labor at any time. Conditions 
appear the more hopeless since there is no prospect of liberation, 
and since Communism does not have to woo labor, as Nazism did. 





SANTAYANA ON SOCIETY 
AND GOVERNMENT 


BY ALFRED SCHUTZ 


Averee some thirty years of strenuous work Santayana, at the 
age of 88, has published Dominations and Powers, which, as its 
subtitle indicates, contains his “Reflections on Liberty, Society 
and Government.” This book is a kind of last will and testa- 
ment of a man who may rightly contend that he has lived in 
the truest sense of the word a philosophic life. At its end he 
reverts to problems discussed by him some forty years ago in 
the second volume of the Life of Reason, but now these problems 
reappear in an entirely changed atmosphere. ‘They are placed 
in the general setting of an elaborate and closely interconnected 
system of thought, detached from the vantage point of the “judi- 
cial moralist,” which, in the author’s own words, prevailed in 
the earlier work. 

His present “‘tractatus ethico-politicus” will be analyzed in the 
following pages without any reference to other writings of this 
great thinker. This procedure, imposed by limitations of space, 
is obviously not meant to involve any unfairness to the work 
under scrutiny and its author. On the contrary, it is believed 
that this book is one of the few by this philosopher which fur- 
nish their own scheme of interpretation. 


I 


We have to deal here with a typical masterwork of old age. 
Goethe defined old age as a gradual withdrawal from the realm 


* Epirors’ Note—In this paper the presentation of Santayana’s thought follows 
as closely as possible his own wording, as it is the conviction of the author that 
this procedure best assures the correct rendering of the philosopher’s ideas. The 
permission of Charles Scribner’s Sons to use Santayana’s text in this way is grate- 
fully acknowledged. The paper was read before the General Seminar of the 
Graduate Faculty of the New School for Social Research, on January 9, 1952. 
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of appearances. Many works of art and philosophy, created by 
a genius at the end of a long life, show traits proving the truth 
of Goethe’s insight—the last operas by Verdi, the last paintings 
by Titian, the last philosophic writings by Plato, the last poetic 
works by Goethe himself. These productions of old age, in all 
their concreteness and individuality, do not deal with the con- 
creteness of the phenomena and appearances pertaining to the 
reality of the world of action; nor are they concerned with the 
individuality of autobiographical or historical persons and places. 
This withdrawal from appearances is perfectly compatible with 
another aspect of history, as formulated by Goethe in another 
statement. He confessed that in his advanced years everything, 
even his own life and thought, became to him historical. He 
felt that the world of his thought had acquired a symbolic char- 
acter, that new dimensions were revealed to him. These dimen- 
sions cannot be directly communicated; the secret pattern that 
transforms the cosmos of personal experiences into a universe 
of a great tradition common to all creative minds of earlier gen- 
erations can merely be suggested by hints and allusions, by ‘‘clues 
dispersed in the book.” 

In literature in the broadest sense, the necessity of using sym- 
bols and relations resisting precise communication determines the 
style of masterworks of old age. Its outstanding feature in the 
present case is the aphorism, the pithy maxim, which, as the 
Greek root of the term indicates (apo-horizo), detaches its mean- 
ing from its horizon. Yet this horizon, consisting of the fringes 
around the conceptual kernel of the proposition, is precisely the 
undisclosed pattern to be explored. “As we grow older,” says 
T. S. Eliot, “the world becomes stranger, the pattern more com- 
plicated.” And he continues: “Old men ought to be explorers. 
Here and there does not matter.” 

These general characteristics of the creative work of old age 
hold especially good for the work of a philosopher who has suc- 
ceeded in leading a “bios theoretikos,” a life of pure contempla- 
tion in the sense of Plato and Aristotle. If such a philosopher 
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deals with the social world he does not want to change it, he 
does not have to offer reforms; his aim is not to fight for a good 
cause or to defeat a bad one. He is just the detached and 
disinterested observer of the comedies and dramas of the social 
life, interested in their foundation in human nature and conduct, 
interested also in their moral implications, but not in their 
concrete result as far as political ends and means are concerned. 
On the contrary, the possibility of political ends and means as 
such, whatever their particular content might be, becomes philo- 
sophically questionable and problematic. Not a system of ends, 
and of means for their practical realization, has to be established 
by the thinker, but a theoretical system which, wisely used, may 
teach the politician—any politician—where he comes from and 
where he leads to. 


For this reason the many reviewers who have reproached San- 


tayana for a lack of understanding of liberalism, of American 
leadership, of Soviet Russia’s policies, for refraining from any 
remark relating to fascism, and so on, have, I believe, missed 
the point entirely. All these categories vanish when we consider 
the theoretical position intentionally chosen by Santayana, and 
if they are referred to in some chapters, they are used only as 
illustrations for general insights, as a means of indirect communi- 
cation of the hidden pattern. We have to read this book as a 
work full of wisdom, based on not always adequate knowledge, 
and sovereignly disdaining nearly any and all information. This 
feature implies both its glory and its shortcoming. It combines 
the deepest insight into the resting of all social and _ political 
life on the nature of man, with a curious misunderstanding of 
the functions of the modern economic system (which is sometimes 
interpreted in the ways of the French Physiocrats of the eighteenth 
century), and with historical errors. Yet there is not a single 
page that does not reveal the highest craftsmanship in philosophiz- 
ing, let alone an unsurpassed beauty of diction and style. 

The form of the work is one that can be found in certain 


movements of the late chamber music of Beethoven and Brahms: 
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it consists of variations on an undisclosed theme. ‘This theme 
is here Aristotle’s concept of an “episteme politike,” a political 
science, as clearly described in the preface of his Nicomachean 
Ethics and carried out in his Politics, thus originating a great 
tradition of political thinking handed down to us over the cen- 
turies. Yet there are hidden allusions to the works of other 
philosophers participating in this great tradition, allusions that 
belong to the technique of indirect communication mentioned 
before. An example of this technique is the title of the book 
itself. Although I have not found the name of St. Thomas 
Aquinas mentioned in the book, the antithesis of “Dominations” 
and “Powers” becomes understandable only in connection with 
the theory of the Doctor Angelicus. 

The book, in the beginning, refers the reader to a passage in 
St. Paul’s Epistle to the Colossians (i, 16), in which it is stated 
that the invisible God created all things that are in heaven and 
that are in earth, visible and invisible, whether they be thrones 
or dominions or principalities or powers. This sentence and sev- 
eral other scriptural passages (for example, Isaiah vi, 2; Ezekiel x, 
15, 20; Ephesians i, 21) are the origin of the Angelology, devel- 
oped by St. Augustine, Dionysius the Pseudo-Areopagite, and 
St. Gregory the Great, a development codified and brought into 
a system by St. Thomas Aquinas. ‘This system, according to 
Gilson,! distinguishes three stages or hierarchies of angels, each 
consisting of three orders. According to St. ‘Thomas angels are 
intelligences without a body, placed in the Realm of Creatures 
between the Divinity (Trinity) and Men. The angels of the 
first stage know the intelligible essences, inasmuch as they pro- 
ceed from the first universal principle, which is God: the Sera- 
phim consider Divine knowledge; the Cherubim consider His 
Goodness; the “Thrones,” symbols of judiciary power, consider 
the disposition of Divine judgments. 

The angels of the second stage—the important one for our 


1Etienne Gilson, The Philosophy of Saint Thomas Aquinas (London 1939) 
Chapter VIII. 
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topic—know the intelligibles in so far as they are subject to the 
most universal of created causes. Their proper object is, there- 
fore, the general ordering of means in view of the end. The 
three orders of this group ? are: 

1. Dominations, that is, authority: they order what others have 
to execute; they appoint those things which have to be done. 

2. Virtues: they impart to the general causes the necessary 
energy to preserve them from failure in the accomplishment of 
their operations. 

3. Powers, whose office is to protect the order of Providence 
from evil influences attempting to disturb it. They have to order 
how that which has been commanded or decided can be carried 
out by others. 

For the sake of completeness it may be mentioned that the 
angels of the third stage know the intelligibles as applied to par- 
ticular things and as dependent on particular causes, and are thus 
directly charged with the ordering of human affairs. Of their 
three orders one is the Principalities, concerned with the common 
and general good of nations, cities, and kingdoms, with the pass- 
ing of temporal supremacy to this nation rather than to that, 
with the conduct of princes and nobles, and the like. The two 
others are the archangels, messengers occupied with the truth of 
faith, and the simple angels, who are guardians of men. 

This is the celestial hierarchy from which Santayana, without 
giving a particular account of it, borrows his Dominations and 
Powers. He does not mention Virtues in the title of his book, 
but he hopes that “the reader may feel them always silently 
hovering over the pages’’ (p. 3). 


II 


To Santayana the distinction between Dominations and Powers is 
a moral, not a physical, one. All Dominations involve an exer- 
cise of power, but not all Powers are Dominations. The distinc- 
tion arises from the point of view of a given person or society, 


2Summa Theologica, Q. 108 a8. 
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with initial interests of its own but surrounded by uncontrollable 
circumstances. These circumstances are divided into two classes: 
things favorable or neutral, and things fatal, frustrating, or incon- 
venient. The latter, when inescapable, become Dominations. 

With this basic statement the purpose of the investigation has 
been established. This purpose is a philosophical anthropology, 
in the continental European sense, that is, a science of man— 
not a science of primitive culture which, in contradistinction to 
anthropology, is called in Europe ethnology. Such an endeavor 
requires a basic philosophical position. Santayana calls himself 
a naturalist and materialist, but these terms are used by him with 
a particular meaning. To be a naturalist means to him to recog- 
nize that mankind is a race of animals living in a material world, 
that fellowmen exist, that reported historical facts exist, that, 
briefly, man has an “animal faith” in the physical theater of life. 
Of course spirit exists too. But spirit is not the cause of order 
in the world: life and spirit are the results of order. Santayana 
understands under “matter” the principle of natural existence, 
or our “being in the world” (p. 12). Matter determines, for any 
ideal form, its relations in space and time, its duration and dis- 
appearance. Spirit is a merely possible locus for surveying the 
universe, to be actualized and individuated only as particular 
material tensions meet and form a center for further diffusion 
of energy. By reacting on things distant, past, or future, the 
animal organism evokes spirit. 

Though Santayana calls himself a materialist he expressly 
rejects both vulgar interpretations of materialism; according to 
the one, nothing exists except Sensations, and according to the 
other, nothing exists except matter. Matter is always recondite 
in nature, and to be a materialist is, therefore, to be fundamentally 
a naturalist. Not the development of any theory of matter or 
of substance or of atoms is his purpose; he has to begin with 
“the natural assumption made by children and poets that he is 
living in an existing and persisting world in which there are 
rocks and trees, men and animals, feelings and dreams.” In this 
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view Santayana meets other important philosophers of our century. 
To William James and Bergson mind is not detachable from the 
world of matter, but is its product; to Husserl all operations of 
the mind and even logic refer to and are even founded upon the 
“Lebenswelt,” the world we are living in. Thinkers so different 
as Heidegger and Whitehead start their interpretation of the uni- 
verse from men’s living within the world, the world of matter 
and of things at hand, the world surrounding and including our 
physical and mental existence. But the naive belief in the world 
as taken for granted is the focal point of view of the theories of 
two other thinkers: of Piaget, who in his recent “genetical epis- 
temology” starts from the natural assumptions made by children 
with respect to the existing and persisting world; and of Max 
Scheler, to whom the analysis of the relative natural aspect of 
the world, that is, the world taken for granted within a culture 
at a particular moment of its development, is the point of depar- 
ture for his philosophical anthropology and sociology. 

If we stretched the concept of naturalism as far as Santayana 
does, all the aforementioned philosophers could be considered 
naturalists. But they could not be interpreted—always in San- 
tayana’s sense—as materialists. “The philosophic naturalist has 
stopped to observe how the rocks and trees, men and animals, 
feelings and dreams, which can be found in the existing and 
persisting world, change, grow, pass into one another. ‘These 
observations may lead him to the belief that something continuous 
runs through them, makes them up, causes them to appear. Yet 
these appearances are not parts of the material object, since they 
change with the distance, position, and condition of the observer, 
and since there are illusions and dreams of not-existing objects. 
If upon examination and in the practice of the arts the naturalist 
thinks this theory verified, if, although denying immaterial agen- 
cies, the naturalist does not deny that material agencies may be 
at the same time animated by ideal motives, such as moral or 
religious purposes, the naturalist has become a materialist. 

According to Santayana, for a materialistic philosopher in his 
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sense, dealing with human affairs, the subject of investigation 
is man, with an unexplained human nature and an unexplained 
personal character, but subject to contagion, training, and teaching 
(p. 28). In investigating the particular form of Dominations 
and Powers manifested in the field of politics, the philosopher 
need not trouble himself with truths deeper than conventional 
truths, his contact with facts need not go deeper than the contacts 
that other people have had with them, or may have on other 
occasions: as far as historical facts are concerned, he is com- 
posing a drama as it might have been lived. Students of Max 
Weber’s methodological writings will easily recognize in this 
formulation of Santayana’s the basic postulate for the forming 
of correct ideal-typical constructs of social events—that is, ade- 
quacy of meaning and causal adequacy. 

To be sure, the materialistic philosopher, investigating the 
causes of historical events, will have to assume that the causes 
are all physical, since history goes on in a material world which 
existed before all history began and, by its biological develop- 
ment, made history possible. Like any sort of creatures, human 
beings, and therewith every form of societal life and of govern- 
ment, spring out from the Earth—this term understood as the 
infinite possibilities of Being reduced at each point by previous 
local accidents to a particular arbitrary form. Yet in politics 
we may assume as roughly constant the physical order of nature 
and of human nature. To Santayana—in contradistinction to 
Marx and others—a materialistic interpretation of politics need 
not be especiall climatic or economic or Malthusian. All these 
categories are Circumstances, important in letting loose or sup- 
pressing the various instincts and powers of human nature (p. 5). 
On the contrary, the agent—and also the patient—in politics is 
the psyche, the instincts, needs, passions, or interests, which are 
the springs of action of any animal, to which Powers and Domi- 
nations have to be referred. The “psyche” is not to be inter- 
preted as a spirit separable from the body: it is the life of the 
body, as the naturalist observes it (p. 14). Psyches change with 
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the circumstances, and individual passions and feelings may deter- 
mine human actions. The interplay between the psyche and 
the circumstances is the origin of Powers and Dominations. Again 
this position recalls a theory of Max Scheler’s: the theory of real 
factors and ideal factors in societal life, the latter developing 
independently of the former in accordance with their intrinsic 
particular laws, but the former having the function of a sluice- 
gate, without which the stream of ideal factors can never mate- 
rialize in the reality of the world of natural things or, in 
Santayana’s language, in the world of circumstances. 


Ill 


It has seemed essential to describe carefully the particular mean- 
ing of Santayana’s materialistic-naturalistic position, because this 
key concept is at the foundation of his study of society and gov- 
ernment on three different levels, the generative, militant, and 
rational orders. 

The first Powers and Dominations occur in the generative order, 
which is the order of growth, custom, and tradition. The help- 
lessness of human children and their prolonged immaturity create 
the Dominations of parental authority first, and of custom later, 
leading thus to the biological units of the family and the social 
units of the tribe. But as soon as the natural growth of the 
human family is disturbed or disrupted, and the dominance of 
a different social unit is substituted for it, complications may 
arise within traditional society by creating factions or demanding 
reform or by the superimposition of a wider influence or alle- 
giance. The characteristic of such a change is that it is deliberate: 
the new social order is no longer biological but is voluntarily 
imposed, because potentialities in the psyche now come to con- 
sciousness before they are habitually realized in action. ‘There 
is therefore a contrast, and often a conflict, between the new 
prompting at work and the traditional convention. 

This conflict constitutes the militant order of society, which 
includes all voluntary associations that cross the generative order 
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of society: not only military bands but all political parties, reli- 
gious sects, and parasitical arts. Under the latter term Santayana 
understands every art that does not contribute directly or indi- 
rectly to supplying mankind with food, since it is the principle 
of his exposition that man lives originally by bread alone. Yet 
even agriculture requires instruments; clothes, furniture, and 
shelter are needed, and trades must exist to furnish the necessities 
of life and to defend it. The trades require special skill and 
special knowledge, and differences of age, sex, natural gifts, tastes, 
and manners will create other criteria of excellence, other forms 
of happiness, besides the virtue of laboring in order to eat, sleep, 
and breed. The choice of what necessary and optional arts shall 
be allowed to develop, and the measure of their proportions, 
determine the economic order of society. But since many of 
these arts, in a material sense, are parasitical within the meaning 
of the definition just given, and are nevertheless most important 
for human happiness, Santayana calls this order rather the 
rational order. 

The three orders—the generative, the militant, and the 
rational—are, as we may say in the established terminology of 
the social sciences, ideal-typical constructs; that is, they are inter- 
woven in reality, and while the first may exist without the second 
and third, as in the vegetable kingdom, the other orders cannot 
exist without the first, and in human history the second and 
the third are present throughout. The construction of the three 
orders is only a methodical device adopted in order to study 
Powers and Dominations within each of them, as well as to mark 
the Domination which each order exercises over the rest. To 
be sure, it is in the militant order that the interplay of Domi- 
nations and Powers appears most clearly, but the generative order 
remains fundamental throughout, lending body to all Domina- 
tions and Powers apparently moral. And, conversely, nothing 
human, especially in politics, can be justly appreciated without 
remembering the rational order, or implicitly appealing to it. 

The plan of the further investigation is thus clearly estab- 
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lished. The great outlines of these analyses will be traced in 
the following pages, with no attempt to enter into the many 
details which constitute the remarkable wealth of this book. 


IV 


Santayana starts his analysis of the generative order of society 
with a description of the birth of liberty in the newly born child. 
The child’s first cry reveals a wonderful power; he can make 
noises that he hears. He can also move his limbs, and agitation is 
his second free act. He sees light, but from the outset this light 
is unequally distributed; a point, perhaps a spark, will be auto- 
matically fixed by the child’s eyes and followed if it moves. Then 
something philosophically momentous happens to the child: he 
is not merely seeing but is looking. He distinguishes the spark 
from the darker field, he can repeat this movement after the 
spark has disappeared, can reawaken the image of the spark, 
retain a fixed term in thought to mark a lost fact in nature: he 
proves, thus, to be endowed with intelligence, spontaneity, and 
initiative. 

All these are manifestations of what Santayana calls the ‘“‘primal 
will” as manifested in each creature. Under primal will he 
understands “the universal movement of nature in so far as 
running through a cycle or trope it precipitates a result that seems 
to us a consummation. When this will in man foresees and 
desires some consummation, perhaps impossible, it is will in the 
psychological sense” (p. 41, footnote; although different in termi- 
nology this theory converges with G. H. Mead’s interpretation 
of action). Yet primal will in man (as in each creature) is 
impotent, since the needs felt, that is, the conditions to be ful- 
filled before some good can be obtained, are separated from 
the good itself by some “unfulfilled prerequisite to possess it.” 
This is the fatal source of spiritual suffering. Primal will is not 
coextensive with the entire automatism of nature. Will envelops 
this automatism, and though it does not imply intelligence or 
premeditation, it does imply eagerness to act. But action requires 
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adjustment between will and opportunity. By education the child 
is taught to conform to the nature of things, the will of other 
persons, the customs and habits of the social environment. Con- 
formity is the method of successful action and art, but it involves 
in a certain sense the loss of liberty, or at least the loss of the 
illusion of a vacant liberty, which might permit the will to act 
freely without a definite impulse in an existing world. 

This vacant liberty has to be distinguished from logical liberty, 
or the contingency of existence itself, that is, the insight that 
the order of the universe is not a necessary one, has the funda- 
mental character of chance, may change at any moment but may 
also remain free to be constant. The psyche, which demands 
freedom from some particular obstacle, is itself a mode of exist- 
ence in the midst of the contingent order of nature, and, if 
craving for changes, is at least consistent in this craving. Logical 
freedom thus includes both freedom to change and not to change. 
A stupid misinterpretation of logical freedom—although, as San- 
tayana says, sometimes a stupid but learned one—induces the 
belief that everything must necessarily happen as the men of 
science or the philosophers of history explain that it happens, 
according to physical or dialectical laws. Yet the so-called laws 
are rash generalizations, the theories of science are hypothetical, 
and even if known laws were universally valid for our known 
world this fact would be itself contingent. Another prejudice 
is the conviction of people who are sure that there is absolute 
contingency in their deliberate choices, that it was they that made 
the decisions, and not motives of measurable weights and pressing 
circumstances that made the decisions for them. But self-con- 
sciousness is not self-knowledge, and what comes to consciousness 
in different minds comes from different depths and represents 
wider or narrower fields of acquaintance. Both prejudices, the 
scientific and the practical one, lead to the ghost of a “liberty 
of indifference” which, although fervidly claimed, is just a specter 
of vital liberty. 

All this refers to the life of spirit, when spirit ignores its 
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station in the material world. Under spirit Santayana does not 
understand any separate power, soul, person, or deity, but only 
the awakened inner attention that suffuses all actual feelings and 
thoughts; it is not an individual category, but life, in so far as 
it reaches pure actuality in feeling or thought. To be sure, 
spirit is always incarnated, and seems, therefore, to be imprisoned 
and captive in the toils of time, place, person, and circumstances. 
Yet, in reality, incarnation is the cause of the existence of spirit, 
and the necessary prior occasion to any selection of images, feel- 
ings, wishes, or ideals that spirit may encounter. Spirit has not 
to choose to be or not to be, has not to choose this or that 
fortune. Given existence, given fortune in which the spirit is 
captive, the problem for it is to digest, to refine, to dominate 
that existence. Thus the inner liberty of the spirit will be not 
vacant but vital; for it will be the very vitality of its body and 
of its world, here and now actualized and become conscious. 

In this realm of vital liberty there opens a chasm between the 
demands of the natural powers of primal will and the path 
open to action. This conflict is manifested in the various forms 
of servitude. There is first the necessary servitude which origi- 
nates in the fact that spirit, even in its most extroverted acts 
such as sensation or perception, reaches a conclusion, defines an 
image, intuits an essence as a term for retrospection and reason- 
ing, whereas the flux of nature has flowed on. The necessary 
servitude of the spirit is thus a double one: servitude to the 
changing world of things, which conditions the life of the animal 
psyche; and servitude to the animal psyche, which conditions 
the life of the spirit. This necessary servitude is servitude to 
heredity and physical endowment, to the non-ego as body and 
as things. 

But there is another kind of servitude, namely servitude to 
society as the non-ego represented by fellowmen, the servitude 
of the child to the parents, of the adult to the language, mores, 
manners, morals, religions of the crowd, to family, country, party. 
In so far as primal parental and sexual bonds are concerned, this 
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servitude, too, is a necessary one; but servitude to custom is 
to a certain extent voluntary—the tavern, the morning paper, the 
novel, the game of bridge. Yet slavery in all forms, including 
the modern slavery to machinery, belongs to the perfect order 
of society in which, in this sense, all men, even their leaders, must 
be slaves in soul and body. Custom, even if open to preferential 
choosing, becomes authoritative and even sacred, and it is only 
one step from preferences of the tribe, expressed in imperious 
maxims, to the systematic use of force by a chieftain, boss, or 
prophet, and to the establishment of law and government. But 
government has traits of the militant order of society: all gov- 
ernment is a modification of war, a means of using compulsion, 
although without shedding so much blood. It is a special organ 
of society, with a life of its own, always an evil and sometimes 
also a good, as war is. 

This drama of primal will, psyche, and spirit in the various 
realms of vacant, contingent, and vital liberty, undergoing the 
various forms of necessary and voluntary servitude, is one of the 
constituent factors of the genetic order of society. The other is 
technology in the broadest sense of the word, the dependency of 
man on his tools, even if these are only a heavy stick or a pointed 
stone to bring the world within his reach and under his domina- 
tion. ‘Technology has here to be understood in the sense of 
techné: the arts of practicing agriculture or breeding animals as 
well as the production of tools and weapons for war, hunting, 
and fighting. It is the ultimate and fatal function of mechanical 
arts to make primal will in man irresponsible. The power of 
making tools expands the range and multiplies the instruments 
of the psyche, but the tool-maker or commodity-maker obtains 
power over society when society has begun to think these wares 
indispensable. He directs their interests. ‘The economic arts 
are rooted in the indiscriminate impulse—hidden in the human 
psyche—to grasp, to keep, and to swallow. All arts are Powers 
in danger of becoming Dominations, because they are rivals and 
each tends to monopolize the energies of life. 
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Economic arts are based on a system of instruments: the first 
layer of instruments being the bodily organs, the second layer 
consisting of tools of any kind, the third of images and moral 
relations used in the way of a recipe in the broadest sense. The 
particular systems of instruments and their use create the ethos 
of the particular occupation, such as agriculture, nomads, seamen. 

Within this generative order of society, economic arts are first 
of all those concerned with the economics of food production. 
Its corollary in terms of social organization is the family group, 
which is also an economic and a political unit. Patriarchal 
government may lead to ideal monarchy, defined as government by 
a single psyche, by the organizing principle of a living soul. 
Its chief offices, as in all government, are the administration of 
justice and the waging of war. Santayana describes in detail the 
inherent vicissitudes but also the moral values of monarchical 
government and government in general. To him all government 
is an imposition and an evil, yet however irrational may be the 
will that animates it, it is at least an art in method and in the 
use of means to its ends. Politics and morals are both the names 
for the human physiognomy that natural life acquires, or for 
the natural conditions that cause that moral physiognomy to 
change. This holds good for all sets of instruments and for all 
economic arts. They may, however, change their meaning. To 
make an axe in order to fell a tree is an economic art; but the 
use of the axe to kill a wild beast or an enemy transforms it into 
a weapon that is an instrument in the arts of defense and destruc- 
tion. It belongs to the militant order of society. 


Vv 


In distinguishing the militant order of society Santayana means 
to separate, in the sphere of politics and morals, the love of 
reforming the world from the total mutation that the world is 
always undergoing. To be sure, all action, all economic art, 
exert force and have effects; but this alone does not render them 
militant. Existence itself is essentially a blind and involuntary 
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war, as Heraclitus has seen, and construction involves destruction 
of the state of things that preceded. But when in a human psyche 
the master passion that would like to be absolute, and to dominate 
the whole world, becomes hostility and hatred to all dissenting 
forms of existence, then war becomes intentional and the spirit 
of such a war is what Santayana calls militancy. 

For this reason militancy is not absent, morally, from what 
politically passes for peace. In polite society there is militancy 
among rival leaders and factions; in families and between friends 
there is unreasonable insistence on dominating one another; 
even in each individual there is often a civil war in which a new 
passion militates against an old circle of interests. Religion may 
become militant if wicked leaders of the people flout as nonsense 
the truths enounced by the prophet. Knowledge in its perverted 
form of sophistry becomes militant, imposing its images upon 
common sense if these images contradict the animai faith in 
reality which is reenacted in every perception and expectation 
and verified in every successful action or piece of work. 

The politician becomes militant by a curious phenomenon of 
mirage: everything in his mind represents the real world, except 
his politics. Not one political philosopher has dared to chart 
the ocean on which he sails, or what he knows are the waves of 
opinion on the surface. If the politician could obtain unanimity 
of opinion he would sail safely forever. Yet ideas are essences, 
not “pictures in animals” (p. 198); they are therefore not loaded 
with zeal or capable of self-propaganda. What we call the con- 
tagious force of an idea is the force of the people who have 
embraced it. The secular arm might stop peoples’ mouths, yet 
the ideas remain unrefuted. The politician, becoming militant, 
feels that he has to mark beforehand the path that reason shall be 
allowed to follow, employing eloquence, personal ascendancy, 
education of children, and propaganda for adults. Propaganda 
consists in intentionally controlling the movement of ideas by 
social agencies. Propaganda should not be confused with propa- 
The latter is something natural, comparable to the 


gation. 
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harmonious relationship between the seed and the soil. The 
is something artificial, and is characterized 





former—propaganda 
by its appeal to irrelevant interests. For example, propaganda 
has it that religion has to be maintained because it is good for 
morality, sport to avoid ill health, an army to avoid war. The 
thoughts to be conveyed are not allowed to recommend themselves, 
and mere cold facts would miss the fire. Propaganda must be 
speculative, based on loudness, repetition, eulogy, personal influ- 
ence, affections, self-interests, and vilification of all things else. 

War itself has changed its meaning. In earlier periods its true 
function was the maintenance of the rights and liberties of some 
social organization, a state or city or family or even an individual. 
War was an appeal to God to give justice. This, says Santayana, 
was the spirit of chivalry, which made war an incidental duel 
fought under accepted rules. Chivalry is now thoroughly dead. 
Fanatical or materialistic wars appear more rational; they look to 
radical and final issues. Our one preoccupation is to be safe. 
We talk not of justice but of interests; we need our neighbor's 
land or colonies or markets, or at least a strip along the border. 
We are dreadfully crowded, insecure, and unhappy, but we 
believe that we would be better off if only more people spoke 
our language and were governed by our government. 

This state of affairs gives rise to several forms of abusing 
domination. There is the Realpolitiker, from Machiavelli to 
Nietzsche, who assumes that it is better to be a wicked prince 
than no prince at all, and who takes it for granted that to survive 
is a mark of excellence. There is the sentimental bandit who is 
cruel only in order to dry the people’s tears. There is the tyrant 
who imposes absolute government established by revolution, and 
not sanctioned by the previous law of the state, upon a society 
not in its entirety ready for the change. There are the various 
forms of political criminals or madmen. There is finally the 
anarchist who wants to bring about in the world the law of 


freedom as he understands it: think as you like, say what you 


think, do what you choose—forgetting that if there were nothing 
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in the free mind but this law of freedom, the law would remain 
inapplicable because that empty mind would never know what 
to like or what to think. 

So far we have dealt with factions as constitutive elements of 
the militant order of society. Another set of such elements can 
be found in the various forms of enterprise, which is also a form 
of militancy but without moral provocation and without enemies. 
Enterprise is less social than faction in its inspiration, but society 
may be more affected by it in the end. It is militancy in so far as 
it desires to improve the world. In economically advanced 
countries enterprise is chiefly economic. The peddler, the 
merchant, the shopkeeper, the banker, the capitalist—briefly, the 
middleman in trade—imposes by missionary work, that is, by 
advertisement and propaganda, the commercial mind first upon 
the urban, then upon the suburban and rural populations. Com- 
merce has influence on religion, puritanism being a tradesman’s 
religion; on metaphysics, favoring shallow enlightenment by 
reducing the universe to what can be found, weighed, measured; 
on philosophy, favoring positivism, reducing liberty to liberty of 
opinion and personal safety; on science; and even on the arts. 
Commerce, always as Santayana sees it, does not produce wealth 
but indirectly produces luxury. It has turned industry from a 
liberal art into a militant process of making as much money as 
possible, and the effect is the reversal of the moral order by 
turning means into ends, by creating the dominance of the 
producers in universal economy. 

A third form of militant enterprise is created by the organiza- 
tional form of government itself, namely bureaucracy. The sub- 
stance of modern government is the man in office, with his 
particular governmental mind expressed in a particular phrase- 
ology, in legal duties and the established mechanism of his chores. 
Members of the government acquire, besides imitative imagina- 


tion, a corporate instinct of self-preservation. ‘This creates in 
the body of public officials a parasitical little organism in a large 
one. Domination develops as an art, the militant art of imposing 
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a precise regimen on others. One of the many means of this art 
is the creating of artificial allegiances— to the nation, the country, 
the government—which supersede the natural allegiances origi- 
nating in the generative order of society, such as those to the 


home and the family. 
VI 


As mentioned before, the three orders of society—the generative, 
the militant, and the rational—are ideal-typical constructs for the 
particular purpose of disentangling the problems of Dominations 
and Powers on each level. Strictly speaking, militancy itself is 
a strand in the generative order of society, the integrity of a part 
asserting itself and seeking to dominate the blind drift of the 
rest. It may seem that reason enters the political arena as an 
aggressor, and plays therein an eminently militant part. But a 
rational order of society must be imposed upon society by art, 
by express institutions and laws, and the agent whereby these 
institutions are imposed can never be reason itself but must be 
some militant enthusiasts in whom the idea of a rational society 
has become an obsession. ‘The primary force in establishing a 
rational order of society is thus a purely vegetative growth in the 
psyche, as rationality itself can be interpreted as a secondary habit 
in the animal psyche. 

Reason in itself is something internal to spirit but, like spirit 
itself, it cannot escape nature. Reason is a faculty of seeing 
identity, affinity, contrast, or irrelevance between essences present 
together in direct intuition. It is not a new force in the physical 
world, but a new harmony in vital forces, a conjunction and 
mutual modification of impulses or impressions in a man or a 
society, a life led in the light or the shadow of the past and the 
possible. A rational order of society would liberate all human 
interests, especially those that, being ideal, do not materially 
disturb one another and can be pursued together. 

To be sure, morals, opinions, and all judgments about right 


and wrong are relative inasmuch as they arise in psyches, and 
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express the capacity and inevitability of such opinions and judg- 
ments at each moment in each psyche. They are but psychological 
transcripts of biological processes which are self-transcendent, 
relevant to their occasion and relative to the organ that produces 
them under the stimulus. To be sure, vices and virtues fre- 
quently take masks of all kinds. But in all this relativity and in 
all these masks is contained some degree of truth and virtue. In 
politics the element of rationality is explicit, and the whole is 
carried on in conventional terms of interests, claims, and wrongs, 
the nature and ground of which seem to be self-evident: in a 
political debate or election nobody questions the value of victory 
for his own party or his own opinion. Society breeds uniformity, 
and superstition to defend it, and the mechanical domination of 
usage, if socially approved, passes for authority. Yet the more 
a custom or opinion flourishes, the less rational authority it has. 

What, then, makes an action rational? Santayana answers that 
what makes an action rational is the material possibility of carry- 
ing it out successfully—in one word, Circumstances. Action well 
adapted to circumstances is rational. Yet this would require at 
each step perfect knowledge of the circumstances, whereas knowl- 
edge can never be complete, nor can it be summed up adequately, 
especially since other people figure as elements in circumstances, 
as centers of life on their own account, which cannot be rationally 
grasped by their fellowmen. Men are necessarily unequal, bio- 
logically, historically, and morally. Earlier times considered God 
to be the power governing the universe of circumstances. Liber- 
alism has tried to grasp the diversity of life rationally, but nothing 
was rationalized by the liberal regime except the mechanism of 
production. 

If all men had been born similar in capacity, government would 
never have arisen among them. Authority and government have 
the function of establishing an adequate defense against the 


pressure of the stronger and more militant group upon the more 
peaceful one. ‘The pressure that government exerts on an indi- 
vidual is less brutal than that which nature exerted on him in the 
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jungle. Absence of control may remain the ideal of enterprise in 
its active faith, but control becomes useful in preserving the 
fruits of enterprise. 

The power of facts as such does not constitute authority. 
Public opinion and the public itself are conceptual fictions, and 
refer always to private opinions and private feelings which get 
their particular flavor by my finding that the alter ego thinks 
and feels as I do. Merely this ‘spell of unanimity” makes that 
which everybody thinks, or that which the majority are likely to 
think, a standard of solidity which in turn might become a 
domination. 

The political form of the rational order in society is democracy. 
There are several forms of democracy: the spontaneous democ- 
racy of brotherly identity of impulse and interest belonging to 
the generative order of society; the absolute democracy, defined 
as power exercised by the proletariat for its own benefit, based 
upon the fictitious assumption of a possible unanimous vision of 
the world by all men; and the restricted democracy, based upon 
the principle of majority, universal suffrage, and representative 
government. 

In analyzing the idea of representative government Santayana 
gives an outstanding example of the possibility and even the 
necessity of referring concrete forms of social institutions to the 
principles of philosophical anthropology. He starts with the fact 
that only generated organisms can live and think. Human society 
is not a generated organism; it forms a colony of units, and its 
so-called life is a mere resultant of the lives of the individuals 
forming it. ‘The successive phases and passions of a society have 
to be referred to the actual life in particular psyches, with their 
changing needs within a world to supply or deny them. Mind, 
being the faculty of reviving naturalized reactions, memories, and 
habits, and of establishing relations among them, can arise only 


in individual living beings; and occasional aggregates, such as 
governments and societies, cannot be rationally guided except by 
the mind of some individual. Reason is a species of insight by 
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which essential relations are seen to obtain between ideal terms, 
and therefore it cannot arise before animal sensibility has offered 
such terms to actual attention. ‘The spontaneous cooperation 
of irrational impulses in diverse individuals, for instance under 
the influence of sexual or parental passion, creates an ingrained 
bent in one person to bring about the existence, welfare, or safety 
of another. Such an ingrained bent is called by Santayana 
“morally representative.” A suitor prevailing over hesitation in 
the lady, and a parent teaching a child, are judged to represent 
morally the true interest of the woman or the child. Government 
is a machinery contrived for the survival of the individuals 
belonging to that particular society, and therefore it is justified 
biologically. Elected magistrates and legislators have to represent 
society not officially but morally, in the sense just outlined. 

If only official representation were intended, the representative 
could be designated by drawing lots. The task of morally repre- 
senting the unaided individual is taken over by the party, rather 
than by its elected members. When the nation to be governed 
has never had moral unity, or has lost it, the government cannot 
be rational, for it does not supply to its rulers a guiding purpose; 
and unless a political prophet can impose a faith of his own, that 
government must be by politicians. Yet in all circumstances a 
moral dilemma besets a representative officer. If he is merely an 
instrument executing instructions, issued by the peoples who have 
elected him, he is not an officer of government at all, but only 
a servant of the government. A certain initiative must be left 
to a representative. Moreover, an elected representative is elected 
by a majority of votes; a large minority would have given him 
contrary instructions. This is a congenital defect of government 
by election: a party is not the whole people, and if a representative 
is bound to express only the will of the party he is not a fair 
representative of a truly self-governing people. 

Here starts the actual function of a parliament: it gives the 
opportunity for discussion and persuasion; it relieves tyranny 
because it ventilates grievances; it serves the useful purpose of 
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conciliating the governed. In a democracy everyone votes, but 
it is not yet clear whether each is expected to vote in the interest 
of his “country” or only of his own person and trade. Democracy, 
in choosing its agents, is faced by a dilemma: shall representatives 
be expected to voice the opinions or advance the schemes of their 
electors, or shall they be trusted, in view of their acknowledged 
gifts, to serve their electors by serving the best interests of all 
who are affected? Is a parliament a central exchange for demands, 
or is it an elite commissioned to govern justly? Americans, says 
Santayana, expect a government to govern the country by cvovern- 
ing the people. Yet in history most governments that have really 
dominated their territories have governed the people by governing 
the country. 

But who are the people? The inhabitants of a region or of the 
globe? Are they the population subject to the jurisdiction of the 
particular government? Are resident foreigners or tourists part 
of the people? Are the interests of the people their actual interests 
as they understand them, or have purposes pursued in the past 
history of a nation to be taken into account? And if the people 
misunderstand their “true interest’ has good government to 
make itself representative of the people’s ‘‘higher self’? Santayana 
feels that we must look to the generative order of society to see 
what “the people” may signify in fact: there we find that people 
is a civilized tribe united by blood, language, and religion. If a 
mixed population in a given territory tends to segregate rathe1 
than to merge (as whites and colored in the United States) it 
will become two peoples (which would not necessarily prevent 
them from living side by side under the same government). 

In a democracy the people, however defined, is not only the 
object of government but also its agent. The operations of the 
government are necessarily a part of the people’s life and history. 
The public participates emotionally in the fortunes of its govern- 
ment, makes itself spiritually an accomplice to its deeds. They 
obey the decrees issued, thus showing agreement. Yet the idea 


of government by the people remains elusive and ambiguous 
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because it is by deputy only that the people can steadily govern. 
There are two possibilities: either a man selected for his eminence 
to represent the people may care more for the general interest 
and understand the people better than does the average citizen 
supposed to direct him; or by transformation of the class of depu- 
ties into professional politicians, and by the growth of special 
party interests in the governing class, government may Cease to 
be even indirectly government by the people and may become 
either an oligarchy or a bureaucracy. Thus self-government by the 
people can never be fully realized, and always runs the danger 
of turning into a domination. 

Parliamentary democracy has found a protection in the principle 
of compromise. Compromise is always established between will 
and fate, at least in the economic arts. In politics it prevails 
between will and other wills, not between will and physical cir- 
cumstances. Compromise extends to morals the rational pro- 
cedure of the economic arts, executed in the service of primal will. 
There are two stages in this rational cooperation with circum- 
stances: one political, when we change only the method or the 
instrument by which we meant to achieve an end; the other, deeper 
one, occurs when we suspend a given aim, substituting another 
no less compatible with primal will and vital liberty. Yet the 
basic supposition of democratic government is acquiescence by 
both the people at large and the agents of the government. 
Custom is the greatest source of acquiescence; the menace of 
brute force is another. Acquiescence expresses always an adjust- 
ment already made or in the making to normal conditions, not 
favorable in themselves yet impossible to disregard if action is to 
be successful. 

Success in the moral sense will depend upon two things: 
whether the government sees what is truly the good of the people; 
and whether it can secure it in the circumstances then prevailing. 
Yet the criterion of what is good for the people lies within the 
people itself, that is, in its will, in the demands and potentialities 


of its nature, not within its consciousness. Whose good has a 
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government to pursue? Obviously the good of all those within 
its jurisdiction whom it can actually control, tax, imprison, 
execute, or forcibly enrol for military service. More difficult is 
the question what good the people, or special classes among them, 
will derive from being thus governed. The generative order of 
society proceeds not toward an ultimate goal but through a 
concourse of tentative actions frequently clashing with one 
another. In the individual, spirit (Kant’s transcendental unity 
of apperception) may lighten this war in the psyche by reason. 
Society, however, is many-centered, and there is no living seat 
for observation or judgment except those individuals themselves. 

A social order approaching rationality can be attained only by 
institutions that can sanction verbal laws by force. This control 
can be exercised either by government, with explicit laws sanc- 
tioned by military force, or by natural contagion, cooperation, or 
suasion. Both have their sources in the two authorities which, by 
their interplay, determine the forms of morals: the authority of 
things that permit, prevent, reward, or punish our actions; and 
the authority of primal will within us, which chooses our path 
and discriminates between success and disaster in our careers. 
Government is the rational art of minimizing the conflicts of 
primal irrational wills with one another and with the forces of 
nature. In other words, a rational government is one that speaks 
to its people in the name of the nature of things, and acts by 
that authority. The first principle of rationality in government 
is that it should protect and encourage vital liberty in whatever 
form. Like a physician, such a government would impose only 
a legal diet enabling us to escape or to overcome the assaults 
that natural accidents make upon us. All else a rational govern- 
ment would leave to the special genius of each free society and 
each free individual. Such a government would be autocratic 
but not totalitarian, for it would speak for the material conditions 
imposed by nature on the realization of any ideal, without dictat- 
ing to any person or society what this ideal should be. 

Thus the circle is accomplished: we are living in a world 
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wherein our behavior has causes and consequences that recede 
in all directions until they become irrelevant to our interests; 
but at closer quarters they can be traced in terms of the sensations 
and ideas that events excite in us. Knowledge of the world and 
of what is possible in it will not solve for us the question of what 
is our true good. There is therefore another sphere, that of 
potential goods, which each man may evoke according to the 
warmth and richness of his imagination. It follows from the 
evolution of the psyche through plants and animals that its 
treasure is different at each stage. In man it is alien domination 
that makes any one mistake his vocation. But existence imposes 
limitation even on the imagination and the will. Wisdom lies 
not in pronouncing what sort of good is best but in understanding 
each good within the lives that actually enjoy it as it actually is, 


in its physical complexion and its moral issue. 


VII 


With these words Santayana dismisses the reader. He leaves him 
in a state of bewilderment as well as of admiration. Admiration 
is due to his truly philosophical craftsmanship in organizing the 
problems of a philosophical anthropology around the existential 
experience of the human situation within the world; admiration 
is due also to the consistency with which social and political life 
is described in terms of a drama of will, psyche, and spirit oscillat- 
ing between the vacant, the indifferent, and the vital forms of 
liberty, and the forms of necessary and voluntary servitude. But 
with bewilderment we confront the thesis that man lives originally 
by bread alone, and that all arts not contributing directly or 
indirectly to food supply are merely parasitical even though 
they are important for human happiness. We understand per- 
haps better than any other generation Santayana’s thesis of the 
enslavement of mankind by technology, of the self-alienation of 
the spirit by its bondage to the means which have become 
omnipotent and ends in themselves. But when we read that 


modern economic enterprise has become a domination, since the 
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“middleman in trade” imposes militancy on the generative order, 
or when we read that democracy is not capable of solving the 
political problem unless it looks to the generative order of society, 
we feel that something must be basically wrong in Santayana’s 
point of departure. 

It seems to me that the root of this shortcoming lies in the 
metaphysical assumption that the generative order of society is 
the paramount social reality upon which all the other orders are 
founded. This, in turn, is due to the attempt to deal with man 
from the point of view of a naturalist and materialist who is not 
satisfied with an analysis of the world as taken for granted but 
aims at founding life, psyche, and spirit, in brief, human nature, 
upon the physical order of nature. But, to quote Kurt Riezler, 
man, who asks such questions, “‘is himself the reality to be ques- 
tioned, and thus carries the entire burden of the question. He 
cannot learn from the atom what he is, though in the conceptual 
mirror of physics he may entirely ‘consist of atoms.’ ” # 

In his Dialogues in Limbo Santayana includes two colloquies 
between Socrates and the Stranger on self-government. The basic 
theme is an old oracle which reads, “Right government rests on 
the will of the governed.”” And at the end of the dialogue Socrates 
interprets this oracle as follows: ““There is no right government 
except good government; good government is what benefits the 
governed; the good of the governed is determined not by their 
topmost wishes or their ruling passions but by their hidden nature 
and their real opportunities; and only knowledge discovering 
this hidden nature and these real opportunities, and speaking in 
their name, has a right to rule in the state or in the private 


conscience.” 


Kurt Riezler, Man: Mutable and Immutable (Chicago 1950) p. 311. 
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THAT HISTORY IS A PHILOSOPHIC ART 


From certain arcana of the learned, voices are crying into the wilder- 
ness of “scientism’” with which the criers fearfully see themselves 
surrounded. ‘They mourn that the division of labor which qualifies 
modern industry now comminutes the fanes of scholarship; that in the 
sciences of nature and of man, most tragically of man, wisdom has 
been displaced by statistics or other forms of the quantitative method; 
and that everywhere insight retreats before specialization. Thus 
psychology and sociology and economics and political science and 
history are suffering fission into ever smaller fractions of the vital 
whole, with the resulting “facts” robbed in the name of science of all 
human import or cosmic significance. 

To me, this alarum is only an ancient cry of “Wolf!” I see little 
reason for the academic fears and anxieties. If the division of labor 
which characterizes both the spiritual and material economy of 
modern man diminishes any laborer’s range, it increases his depth. 
The danger to him comes not from specialization, but from an artificial 
isolation which sometimes follows specialization—artificial because it 
is a consequence not of his interest but of the intentions of those who 
control his pursuit of his interest. Wherever he is free to trade experi- 
ences and findings with specialists in other fields, he widens his range 
beyond anything he could reach to by himself alone. The division 
of labor, with its specializations, then raises his standard of spiritual 
living, as it does his material one. When free trade in things of the 
spirit is its condition, it brings to him an economy of spiritual abun- 
dance. 

This time, however, I am not concerned to show how sciences, social 
or natural, may and do integrate—or, as I prefer to say, orchestrate. 
[ wish rather to state an alternative to the strange observation that 
speciajization and the philosopher’s art are antagonistic. The obser- 
vation impresses me as ex parte, and, like the report of Mark Twain’s 
death, greatly exaggerated. I think that it can be shown that all 
specialisms employ philosophical generalities—particularly the special- 
isms Composing the social sciences. But because history is traditionally 

meerned with the singularities of events, I will this time confine my 

bservations to history, collective and personal. 

Let me begin by reverting to Mark Twain. 

Among his works is an “autobiography.” His biographer, Albert 


Paine, says it started in an endeavor to record and preserve for 
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posterity the record of the humorist’s relations with General Grant, 
whose Memoirs Twain had undertaken to publish. From those rather 
unsuccesslully dictated narratives, ‘I wain passed, in the course of time, 
to writing down in his own hand remembrances of his childhood, and 
then, as fancy moved him, recollections of any event of any time of 
his long and full life. After a couple of years of such remembering, 
Twain had to turn to other matters. Five years later he resumed it, 
this time once more by dictation, and this time with satisfaction in 
the method. 

Mrs. Twain's death cut short the work, and two years more passed 
before Twain returned to this autobiography. By 1906 he had made 
the arrangement with Paine to be his biographer. ‘Thereupon com- 
posing autobiography by himself and supplying biographical data to 
another became an identical activity. Mr. Paine writes that ‘Iwain’s 
memory “had become capricious,” that his method was “‘to go drifting 
among memories in a quite irresponsible fashion’’—“the methodless 
method of the human mind,” ‘Twain called it. ‘loday’s word for the 
method could be “free association,” starting anywhere, wandering 
everywhere as interest prompted and impulse drove. “Iwain meant 
to speak “his whole frank mind” in this autobiography, and therefore 
“as from the grave.” 

Many of the pieces were published, however, while he was still 
alive, in the order in which they were written, and he constructed a 
text for the whole. “What a little part of a person’s life,” he observed, 
“are his actions and words! His real life is led in his head, and is 
known to none but himself. All day long and every day, the mill of 
his brain keeps grinding, and his thoughts, not those other things, are 
his history. His acts and his words are merely the visible, thin crust 
of his world, with its scattered snow summits and its vacant wastes of 
water—and they are so trifling a part of his bulk! a mere skin envelop- 
ing it. The mass of him is hidden—it and its volcanic fires that toss 
and boil, and never rest, night nor day. These are his life, and they 
are not written, cannot be written. Every day would make a whole 
book of eighty thousand words—three hundred and sixty-five books a 
year. Biographies are but the clothes and buttons of the man—the 
biography of the man himself cannot be written.” 

With all his diaries and letters and notes to aid remembering, it 
could not be written. In the course of saying his recollections to his 
biographer, Twain remarked, ‘““When I was younger I could remember 
anything, whether it happened or not; but I am getting old and soon 
I shall remember only the latter.”” Another time he said, “It isn’t so 
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astonishing the things that I can remember, as the number of things 
I can remember that aren’t so.” 

Of the final result Mr. Paine remarked that it was “not really 
autobiography at all... but a series of entertaining stories and 
opinions—dinner-table talks, in fact, such as he had always delivered 
in his own home and elsewhere, and with about the same latitude and 
elaboration.” What, then, kept these discourses from being truly 
autobiography or personal history? Were they not closer to the stuff 
that Twain felt as his authentic being? Were they not more gen- 
uinely continuous with the rememberer’s personal substance? 

But I have never yet met anybody who disagreed with the humorist’s 
biographer. According to the conventions of the matter, Twain was 
only producing the raw materials of autobiography: recollections 
uttered in a sort of public reverie, moving from next to next without 
visible linkage or rational connection, hardly even set to the shape 
required by the immediate purpose of associating, recalling, and com- 
municating. To make of these materials acceptable autobiography, 
authentic personal history, they would need to be put in a different 
order, not chronological merely, but logical as well; the true would 
need to be distinguished from the fanciful, the arbitrary from the 
genuinely sequential. Causes would need to be discerned, continuities 
traced or devised, and the contingent, the accidental, the spontaneous, 
would, so far as possible, need to be conformed to the sequential; each 
part would need not only to be made to belong to the whole, but 
somehow also to follow from the whole, and to express its total 
dynamic. 

In a word, an autobiography must be like a work of art, its push 
and pattern must conform to the current convention which, while 
establishing veracity as fiction and rightness as good form, also trans- 
poses good form into rightness, and fiction into veracity. Truth cannot 
safely be stranger than fiction. Those who challenge or attack some 
one’s else truth do so only on behalf of this or that preferred con- 
vention of their own: they in fact care nothing for raw material in its 
rawness, not even if they are James Joyce writing Finnegan’s Wake 
or psychiatrists preaching psychoanalysis. 

William James indicates why this is so. 

“The real world as it is given at this moment,” he wrote, “‘is the sum 
total of all its beings and events now. . . . While I talk and the fly 
buzzes, a seagull catches fish at the mouth of the Amazon, a tree falls 
in the Adirondack wilderness, a man sneezes in Germany, a horse dies 
in Tartary, and twins are born in France.” What does that mean? 
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For James it meant the raw material in its rawness; it meant the world 
in which a man labors and fights to live and to grow. And it meant 
that this world is of “an order so foreign to our subjective interests 
that we can hardly by an effort of the imagination picture to ourselves. 
what it is like.” It is a world, consequently, on which we act—by 
endeavoring to select what is congruous with our interests, by under- 
scoring some of its processes and disregarding others, by reconstructing 
and again reconstructing our own reconstructions. This altered world, 
the world of our thought, of our computations, our sciences, our ethic 
and our aesthetic is not the initial “chaos of fragmentary impressions 
interrupting each other,” or the aggregate of the memories, imaginings, 
and ideals which subtend our response to it. It is those worlds human- 
ized, broken up and reconstructed into our arts and sciences and 
histories. “We make ten thousand separate serial orders of it, and on 
any one of these we react as though the others did not exist. We 
discover among its various parts relations that were never given to 
sense at all . . . and out of an infinite number of these we call certain 
ones essential and lawgiving and ignore the rest. Essential these 
relations are, but only for our purpose, the other relations being just 
as rea! and present as they; and our purpose is to conceive simply and 
to foresee... . They are the ends of what we call science and the 
miracle of miracles, a miracle not yet exhaustively cleared up by any 
philosophy,” is that the given order lends itself to the process of 
remodeling. 

That philosophers care very much about clearing up the miracle 
may be doubted. For the most part they are too concerned about 
successfully performing it, handling in the performance not alone 
all the other forms of the human enterprise, but all of the universe 
that these others cannot, do not, or will not take in. Regardless of 
whether the professional for whom philosophy is a gainful occupation 
acknowledges it or not, every man has a philosophy; every man, what- 
ever his culture or station, has a conception of his world, of his 
neighbors, and of himself; he has beliefs about what they are and 
how they got that way; and of what will finally become of them. 
Conventionally a philosopher by vocation will have his conceptions 
highly articulated and correctly ordered in accord with the various 
philosophic disciplines: he will proclaim a metaphysic and an ethic, a 
logic and an aesthetic, each, so far as he is able, suited to the others, 
and all held as following from a body of first principles. The whole 
would necessarily embody the medium and matter of his craftsman’s 
art, but not necessarily the dynamic of his personal belief. In men 
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of other occupations or in amateurs of philosophy, personal belief is 
primary; order and articulation may be rudimentary or entirely 
lacking. Their philosophies may have come to expression as uncon- 
scious personal attitudes projected as singular cosmical perspectives. 
In action their past histories and future hopes come revealed as fight- 
ing faiths such as ultimately men stake their survival on. In all 
the philosophies, spontaneous and professional alike, experiential 
sequences have coalesced into concepts selected and projected ad hoc; 
multitudinous past experiences have been unified into archetypal 
present principles, which are then employed to account for the multi- 
tudes, in what is, after all, the circular argument of a foregone con- 
clusion. Biography appears as the serpent holding its tail in its 
mouth; history as a composite of numberless biographies, with what- 
ever is singular, personal, spontaneous, and different dissolved and 
digested in the organizing principle. 

That singularities refuse to stay dissolved and digested but keep 
popping up whole again, like the well-minced gods and heroes of 
Valhalla, is another story. Where an overall organizing concept is not 
employed, history does not ensue. The recorded recollection may be 
merely reverie objectified; it may be legend and myth; it may be 
catalogue; it may be chronicle. But until the dramatic explanation 
of the course of events is assimilated into the rational, the miracular 
sequence transposed into the necessary connection, the men of today 
will not take the composition as history. Although its occurrences are 
unique, their dynamic must be universal, and the uniqueness of the 
parts must be representative of their derivation from the generality 
of the whole and express the necessity of the order of their appearance 
in the whole. 

In written history, as in the realm of natural science, causes must 
be consistent and universal; efficacy must be a power of generality and 
the unique must be a function of the general. The death of Socrates 
is a unique event which happened once and never again. But it is 
also one of an infinite multitude of such uniquenesses, following from 
that eternal principle: “All men are mortal.” That principle produces 
invariant and predictable, yet unique effects, such that the singular 
conclusion confirms the universal premise which generates it. At 
different times, in different places, writers of history, according to 
their periods and places and ruling passions, choose from an unending 
abundance of experienced and recorded aggregations of events some 
particular sequence to hypostatize into a generating principle. By its 
means they single out, from the infinite and unwithering variations 
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of becoming, related and unrelated items which they order into 
repetitive patterns with imagined beginnings and projected ends to 
the last syllable of recorded time. 

The proverb “history repeats itself” is an ancient cliché, and a true 
one if by it is meant not the courses of men’s lives separately and 
together, but what the student and onlooker records and explains 
of those courses. When the principle of explanation is made to over- 
rule the events of record, history, even as all the other social sciences, 
is in effect philosophy. History ends as economics, politics, sociology, 
anthropology, psychology, and whatever else you choose, must end— 
and philosophy begins—where the primacy falls to the causal rule, 
and persons and places and happenings are treated as simply conse- 
quential exemplifications of that rule. For, when all is said and done, 
a philosophy is little else than a most general theory of causation, 
essaying to answer in a self-contained and self-containing system three 
questions that men are ever asking of each other and of the world. 
The questions are What is it? What is it good for? How do you know? 
From Thales to Toynbee men have asked them, together and sep- 
arately, and have not yet found for any a simple answer all could 
accept and come to rest in, world without end. Because also general 
theories of causation are many and not one, philosophers have com- 
plicated their whats and whys with hows, and their invidious inquiries 
into the good, the useful, the beautiful and the true with uninvidious 
prophecies and inspections of consequences. The answers they pro- 
duce make up the be-all and end-all of philosophic systems. 

So far as I can see, no thinker, however experience-minded and skill- 
fully curious he be, however scientific his method, writes history or 
any other science, social or natural, without certain postulates of an 
organizing faith; postulates which he selects from his experience, not 
draws immaculately from his inner consciousness. Far from infre- 
quently, the postulates determine the forms of the questions he asks 
of his material, and serve but as directives to a circular argument of 
which they are also the foregone conclusions. To the historical writer, 
however, they are the principles of his discourse, and his discourse is 
both their expression and their demonstration. If the writer be a 
philosopher, even Plato or Aristotle, he is a historian in so far as he 
uses history to exemplify his philosophy; if he be an historian he 
postulates philosophy to organize his data into history. 

Herodotus, Thucydides, the syncretic authors of the Old Testament 
narrative, Hume, Gibbon, Condorcet, Hegel, Ranke, Marx, Adams, 
Turner, Beard, Chamberlain, Hitler, Wells, Spengler, TToynbee—who 
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of them fails to write both philosophy and history? The question, 
“Whose tales are taken for true tales?” and its answer make another 
story. The present story is that each such teller of tales dealt in his 
generation with much the same general material; that each altered 
it in the light of his own experience and perspectives; that each had 
chosen from newly found documents and archaeological debris not 
only, but from all the sciences of nature and man he could avail him- 
self of, or himself invent; that finally, each appraised and rearranged 
the material thus altered to conform to some dominant ideal uncon- 
sciously held or consciously articulated. The power, the life, the 
causal efficacy is attributed to the ideal, however defined, whether 
found or made. Thus the competent historian is a philosopher eo 
ipso, writing history is a philosophic art. 


H. M. KALLEN 


———————— 
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MAYER, KURT B. The Population of Switzerland. New York: 
Columbia University Press. 1952. xii & 336 pp. $5. 


What we call “population statistics” is only the material, not the 
subject matter, of scientific analysis or synthesis. A mere descriptive 
summary of such data, without a directing idea, is at best an informa- 
tive reference manual, like many of the national or international 
“demographies.”” Among the various means of instilling meaning and 
life into this statistical material, the most ambitious is the historical- 
sociological approach, in which demographic data are systematically 
interrelated, and, set in a historical configuration, in order to express 
the manifestations of a people as a historically grown group personality. 
It is a procedure that demands knowledge of a nation’s political, social, 
and economic history, supported by a mastery of the technique and art 
of statistical comparison. Dr. Kurt Mayer’s survey of the Swiss popu- 
lation is a successful instance of this approach. As a born Swiss, and 
a sociologist as well as an economist, with training in statistical 
methodology, he was an ideal man for this work. And his objective 
was facilitated by the high standards of Swiss demographic statistics— 
its richness and thoroughness and its background of historical research. 

The detailed text, with its numerous summary, regional, and inter- 
national breakdowns and handy charts, is organized in the following 
six parts: the growth of the Swiss population; the factors determining 
population growth (the balance of births, deaths, and migrations); 
the characteristics and social structure of the Swiss population (age, 
sex, and manpower, the changing structure of the labor force, ethnic 
and linguistic characteristics); international migration as it affects a 
small country; internal migration and urbanization; future population 
and population policy. Many aspects of this picture of the structure 
and development of the Swiss population do not differ from what could 
be found in other Western European countries. But there remain half 
a dozen peculiarly characteristic features that may be briefly pointed 
out. 

First, despite the large extent of mountainous and forest regions, 
Switzerland has always been relatively densely populated. Her popu- 
lation of 600,000 in 1400 had doubled by 1700, risen to about 1,700,000 
by 1800, and attained 4,700,000 in 1950. Throughout the centuries 
before the industrial revolution, population pressure was chronic. It 
was held in check by the mercenary system, the sale of military services 
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to foreign princes, which also constituted a large credit item in the 
Swiss balance of payments. Estimates of the resultant loss in human 
lives, attempted as early as the eighteenth century, are purely specu- 
lative; the most conservative, and probably the most plausible, esti- 
mates put the losses at go0,000 to 1,000,000 from 1400 to 1800. 

Second, during the eighteenth century a very considerable part 
of Switzerland’s natural population increase could be contained within 
the country. This resulted from her early industrialization—the rapid 
expansion of cottage textile manufacturing and watchmaking. 

Third, although Switzerland has since risen to the rank of a highly 
industrialized country, her population increase has been relatively 
moderate. In fact, since as far back as the eighteenth century the mar- 
riage propensity and the matrimonial fertility have been low in 
comparison with other countries. By 1937 natality had dropped to 
the lowest level, indicated by a net reproduction rate of .7g0. 
Switzerland, like other countries, however, has had a large “baby 
crop” in recent years. This is not susceptible of readymade 
“explanations,” but is rather a challenge to refined statisti- 
cal analysis. The problem is confusingly entangled, inasmuch as its 
thorough solution requires a measurement of the compensation for 
postponed marriages and births during the depression, and of the 
effect of the changing age structure. Data on the number of married 
women in 1940 and 1947 and their live-born children indicate that, 
out of the increase in the number of children between these two years, 
“almost 60 per cent must be attributed to changes in the age structure 
and to increased marriage frequency” (p. 91). As causes of the im- 
proved matrimonial fertility, the war and postwar prosperity and the 
introduction of various social measures have been suggested (benefits 
to families of military personnel in actual service, industrial family 
allowances, and consumer subsidies). I agree with Dr. Mayer, 
however, that only a full analysis of births in relation to yearly mar- 
riages could distinguish between real and only compensatory gains in 
births. As a substitute for that approach, use could be made of the 
yearly cross-classification of married mothers by duration of marriage 
and order of births, published by the Federal Bureau of Statistics. 

Fourth, “to the foreign observer the most fascinating aspect of Swiss 
society is undoubtedly its cultural pluralism, which is yet integrated 
into a stable and harmonious unity” (p. 165). As measured by the 
language spoken, 73 percent of the Swiss people belong to the Germanic 
and 27 percent to the Latin culture (the percentages for French, 
Italian, and Romansch being 21, 5, and 1, respectively). Though the 
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country is the cradle of two Protestant creeds, the Catholic minority 
is strong, with 4o percent of the population. The linguistic and con- 
fessional composition has remained fairly constant over time, except 
for the Italian immigration, which spread over the whole country. 
“Whereas the linguistic pluralism of Switzerland has never given rise 
to violent division among the Swiss people, their religious differences 
have been the cause of violent and prolonged discussions and internal 
strife” (p. 175). After the last open conflict, in 1847, the victorious 
Protestant alliance was able to lead to the final transformation of the 
loose association of cantons into the modern democratic confederation. 

Fifth, “in Switzerland the terms ‘industrialization’ and ‘urbani- 
zation’ are not necessarily synonymous” (p. 24). The large cities are 
the commercial and financial centers, while manufacturing is decentral- 
ized in small rural factory towns. Thus the growing cities have not 
swollen into huge slum-stained agglomerations. Zurich, the Swiss 
metropolis, has less than 400,000 population. 

And finally, since the turn of the nineteenth century Switzerland has 
been at once a country of considerable emigration and immigration. 
While Swiss nationals emigrated, principally to the United States and 
other overseas regions, nationals of the neighboring countries settled 
in Switzerland. The net balance was usually negative, but during 
the quarter of a century from 1888 to 1913 Switzerland became one of 
the very few European countries that had a large net immigration. 
This influx of foreigners, along with inadequate naturalization legisla- 
tion, created a burning situation of national issues before World War 
I. By 1913 the number of foreign nationals had risen to 600,000, or 
over 15 percent of the total population. Strangely enough, the demo- 
graphic effects of that war brought about an automatic solution of 
this problem. Foreigners departed, whether to join their armies or 
for other reasons. This depletion caused a decline of marriages 
between foreigners, and this in turn led to a sharp decline of the 
natural increase, and eventually to an excess of deaths over births. 
Intermarriage with the Swiss, naturalization, and further emigrations 
between 1930 and 1941 accentuated the foreigners’ losses. By 1941 
their number had dropped to 223,500, or 5 percent of the population. 

This book is so complete, and so well balanced in its presentation 
and appraisal of the facts, that even the most critical reviewer can 
detect no important lacunae and no misstatement. Perhaps some 
indication could have been given of Switzerland’s economic and 
demographic entanglement with her neighboring regions, especially 
with southern Germany. And the high degree of population concen- 
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tration, though extensively treated, is not stressed enough; indeed, in 
the industrial midland region population density comes close to that 
of Belgium and the Netherlands. And finally, special care has to be 
taken in the international comparison of city classes, because of the 
differences in the administrative division and the state of mergers; an 
approach on the basis of “agglomerations” instead of townships or 
communities would show a comparatively greater urbanization of 
Switzerland. 
JuLius WYLER 


HAZARD, HARRY W., comp. Atlas of Islamic History. [Princeton 
Oriental Studies, vol. 12.] Princeton: Princeton University Press. 


1951. 49 pp- $4. 
ASHBEL, D. Bio-Climatic Atlas of Israel. [In Hebrew and English.] 
Jerusalem: Hebrew University Press. 1951. 151 pp. 


Sir Halford MacKinder, the founder of modern geography, has 
described his science as the bridge over the abyss between the physical 
and the social sciences. Maps and atlases are the foremost tool of the 
builder of such a bridge, for in them information on spatial aspects 
of social phenomena can be superimposed on generalizations about 
physical space. 

The Atlas of Islamic History is such a tool. A series of maps for 
each century of Moslem history demonstrates the spatial expansion 
and recession of Mohammed’s religion and its political carriers. Only 
the location of important towns, tribes, and boundaries, as well as a 
few crucial physical features, are given for each century, and the prac- 
tice is to use the modern spelling of the names current at the time. 
The result is a very clear visual exposition of both the sweep of 
Moslem power and its internal political instability. For example, the 
complicated breaking up of the Umayyad empire into a number of 
regional states, and their subsequent evolution up to the twentieth 
century, can be easily observed; and the reader acquires a very good 
idea of the spatial gestalt of Islam’s internal and external conflicts, 
particularly those with the various tribal areas on its fringes, such as 
the Begas of the eastern Sudan. The later events in Islam’s history, 
which are today having repercussions on the political development of 
large parts of Africa and Asia, have never before been visually demon- 
strated, and have never been presented so comprehensively. Because of 


the emphasis on the dynamics of the space occupied by Islamic powers, | 


many details of interest to scholars had to be omitted. But neither 
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this limitation nor certain minor errors in the maps detracts from 
the notable value of the work. 

The Bio-Climatic Atlas presents very detailed information on the 
physical facts of a region adjacent to the nuclear area of Islam, and 
gives more limited space to the interesting human aspects of these 
data. Since climate is a part of everything social, the information in 
this book is valuable to the social scientist, even though it is not of 
direct interest for him. If the wealth of physical information con- 
tained in this Israeli atlas were available also for the Moslem coun- 
tries, scholars could attempt to build a bridge, in MacKinder’s sense 
—a bridge that would explain the rise of religions in this part of 
the world against their physical background, including the climatic 


fluctuations. 
ALEXANDER MELAMID 


HAAR, CHARLES M. Land Planning Law in a Free Society: A Study 
of the British Town and Country Planning Act. Cambridge: Harvard 
University Press. 1951. xiii & 213 pp. $4. 

The social, economic, political, administrative, and in large measure 
military significance of the 1947 British Town and Country Planning 
Act can be described only as revolutionary. It implies a complete 
reorientation of property rights, a new and rational allocation of 
industry, a distribution of population consistent with resources and 
production potentials, a drastic implementation of the conservation of 
land resources, both economic and aesthetic, and also a forecast as to 
the possible relation between peacetime human requirements and the 
strategy of military defense. 

In examining this act Mr. Haar has produced an outstanding and 
scholarly work which should prove of service in conveying to the 
American reader the far-reaching implications of the law. Moreover, 
when they are germane to the question, he has brought into focus 
the American land-utilization problems and the various aspects of 
existing American land-development legislation. His book presents 
a detailed picture of the evolution of British land-control legislation, 
with a carefully documented analysis of each legal step, from the 
Public Health Act of 1848 to the act of 1947 and the amendments and 
changes incorporated in the 1949 act, which was designed to give legal 
form to the experience and expediencies resulting from two years 
of enforcement of the original Town and Country Planning Act. 

The details of the complex process of enforcing the 1947 act have 
been handled with skill and an understanding of legal theory and 
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n practice, as well as with a penetrating insight into the more technical 
planning techniques, which involve administrative problems affecting 
e the relation between local communities and the national government. 
d The complex machinery set up for the administration of the land- 
e planning act is examined in a manner that brings into perspective the 
n striking difficulties involved in attaining a balance between local 


f administrative prerogatives, private interests, and the broad implica- 
1- tions of industrial and human economy. Though the legal and socio- 
1- legal aspects of the act are given the largest amount of space, Mr. 
e Haar does not overlook the shortcomings of the enforcement mecha- 
if nism, which is intended to establish new principles of property rights 
Cc and equity standards involving the determining of compensation. 


In his concluding chapter the author gives in one paragraph a 
genéral evaluation of the 1947 act: “The national decision of the 
English people has been to plan the use of land. The only question 
y arising—aside from the emotional outbursts—is whether the 1947 Act 
d really achieves that purpose. On the whole it does. The maladjust- 
ments arising from the collision of a dynamic society with the rigid 
physical urban structure are tackled directly by the Act. Flexible 


e 

g planning has been made a reality, the administrative machinery, con- 
e sidering the divergent political pressures, is fairly streamlined, and the 
f long term betterment and compensation—to which by the very nature 
d of the subject matter only rough justice can be done by any legislation 
yf —has been dealt with in a fashion that may result in its final solution. 
O The problems underlying the proper use of the nation’s land have 
e been attacked in their entirety instead of being dealt with in a pallia- 


tive, piecemeal fashion. The legal weapons have been forged for at 
d least a preliminary assault on these problems.” 
With our own nation confronting the task of urban regeneration 


e 
r, and reconstruction, we shall soon have to face the problem of land 
1s planning on a national rather than a local scale. This may entail 
of a series of fundamental changes in our land policies, raise jurisdic- 
ts tional problems of local, county, and state controls, and lead to the 
1, assumption on the part of the federal government of guiding induce- 
e ments which would create a balance between local economies and the 
d national land economy in peace, defense, and perhaps war. Mr. Haar 
1] has given some hints as to the magnitude of the American land-utili- 
rs zation problem. Our own task of meeting the problem and develop- 
ing a sound, effective, and equitable land-use policy is vastly more 
e complex than that of Britain. There is urgent need for a thorough 


d study along this line. 
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No professional planner, planning official, or legislator concerned 
with the shaping of a progressive land policy for the United States 
should fail to read Mr. Haar’s book. It is not always easy reading, 
but it is rewarding throughout. 

CAROL ARONOVICI 
Consultant on Housing and Community Planning 
Greenwich, Connecticut 


McKEON, RICHARD. Freedom and History: The Semantics of 
Philosophical Controversies and Ideological Conflicts. New York: 


Noonday Press. 1952. 95 pp. $2.50. 


The scope of this book’s comprehensive title is made clear in its 
subtitle, and the author’s contributions to his subject can be properly 
regarded as prolegomena to all forthcoming studies on the relations 
between metaphysics and politics. Though his work is not pretentious, 
its accomplishment is remarkable. 

Historical semantics has for the author two meanings, one philo- 
sophical and one sociological. It is philosophical in so far as it is 
an inquiry into the basic and recurrent patterns of philosophical 
questions which appear in different verbal forms in the history of 
philosophy. In this perspective, historical semantics is a pioneering 
effort to stress the general rather than the individual elements in a 
history of philosophy. McKeon is completely logical and consistent, 
in that he avoids Dilthey’s types of Weltanschauung, and visualizes 
the more fundamental problem of the basic patterns of methodological 
analysis. 

In two distinct ways historical semantics is also a sociological study. 
First, it takes it for granted that philosophical principles and methods 
construct social institutions, such as schools, sects, communions. The 
conditions of the master-disciple relation make it possible to under- 
stand the lasting changes in philosophical doctrines. Historical 
semantics demonstrates that the history of philosophy is a history of 
misinterpretations. And in the second place, historical semantics is 
sociological in that it is a study of the effects of philosophical theories 
on the processes of social action. McKeon calls this practical aspect 
of philosophy the area of ideological conflicts. His main concern is to 
emphasize the practical relevance of historical semantics in the con- 
temporary scene (pp. 23, 29)—to clean up the rubble of ideological 
warfare and to establish “mutual understanding among groups and 
peoples adhering to different philosophies.” Historical semantics 
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1ed would construct a common ground where political antagonists could 
ites discuss problems of common action regardless of philosophical differ- 
ng, ences. It is noteworthy that here the sovereign philosopher McKeon 

yields to the human being who hopes for a better world. No pattern 
I of semantics can bridge the abyss between a philosophy of world 


revolution and the theories of democratic and social progress. Thu- 
cydides, who lived consciously in an age of total revolution, knew that 
the confusion of words is a characteristic feature of all revolutionary 
of groups (III, 82). 

rk: McKeon has selected the categories of freedom and history, in their 
changing meanings, as most relevant for demonstrating the dynamic 
interrelationship between the spheres of theory and social action. 


ee His analyses are most fascinating to the students of philosophy and of 
mi sociology. ‘The student of philosophy will be excited to see that a 
ie new pattern of a history of philosophy is in the making: instead of the 
4 traditional history of problems, McKeon offers a history of the individ- 
lo- uation of the fundamental patterns of theoretical thinking in the con- 
: text of human conditions. The student of sociology will be stimulated 
~ by the suggestions which historical semantics makes toward construct- 
cal ing a theory of social invariables. 
of McKeon rightly stresses the relevance of the basic methodological 
ng patterns for the structure of philosophy in the making. He distin- 
” guishes three fundamental methods which make it possible to analyze 
san the relationships between freedom and history: the dialectical, the 
oe logistic, and the problematic. 
- The dialectical method, which is the most conspicuous philosophical 
effort to connect freedom and history in a unifying identification, 
ry starts from the hypothesis that the essence of man is freedom, or some 
ds human potency which places him in harmony with the cosmos. History 
he is then the evolution of the conditions which enable man to realize his 
- essence. Hegel, Comte, Marx have established the pattern of this 
cal identifying unification of history and freedom. McKeon is not im- 
of pressed by the tremendous fascination that these speculations have 
tog had in the development of Western thought. There is neither philo- 
—- sophical nor historical evidence that the identification of history and 
pct freedom has any truth whatever. It is the theological degeneracy of 
to philosophy. 
m- The author distinguishes St. Augustine’s type of dialectics from 
cal that of Hegel-Marx by the fact that the ruling principle of the world, 
nd be it love, spirit, innate right, is different from human reason. 
ics Freedom comes into being by submitting voluntarily to such a ruling 
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principle. This is a dialectical pattern that comprehends Rousseau, 
Kant, and St. Augustine. There is also, however, another type of 
dialectics which unites in a reciprocal identification the rational 
principles controlling world and man. In this pattern, freedom and 
history present the common problem of subordinating all other 
principles to reason in order to actualize freedom in the world. 
Freedom means then the rational recognition of the rationality of the 
universe. Plato, the Stoics, Spinoza are mentioned. Montesquieu 
should have been added. 

There arises, however, the grave problem whether dialectics actually 
refers to the relations between freedom and history. Plato, the Stoics, 
the neo-Stoics of the age of Descartes and Spinoza—none of them recog- 
nized history as a philosophical concern; and human freedom and 
dignity were referred to the intelligible logos of the universe, or to the 
realm of ideas. Freedom is connected with a voluntary understanding 
of the rational principles in the universe. The area of history, for 
the classical and Renaissance philosophers, was the realm of passions 
and of unleashed greeds and lusts for power, opposed to the realm of 
freedom, which can be grasped only in a philosophical penetration of 
the universe and in a voluntary recognition of its rules. History was 
a philosophical concern in the Christian Middle Ages and in the new 
pagan centuries that Hegel and Comte ushered in. It is not accidental 
that only in these epochs was it possible for freedom and history to be 
merged. 

The dialectical method is a device of metaphysical philosophers. 
The scientific philosopher applies the logistic method, in order to 
analyze the elements of necessity and indeterminacy in the process of 
social causation. Indeterminacy emerges as freedom in the intellectual 
control of causes and probabilities. Such control enables the indi- 
vidual to resist and overcome the objective causal processes with the 
conditioning potentialities of the constructive human person. McKeon 
criticizes this scientific approach as much as its metaphysical analysis. 
There is no evidence that there are scientific laws of history, or that 
the methods of the natural sciences are valid for the processes of human 
history. In view of his*brilliant analysis and criticism of the logistic 
method, one regrets that McKeon did not refer to the interpretative 
method, and to Max Weber’s methodological essays, which are very 
close to his own position. 

McKeon’s own analysis is based on Aristotle’s problematic method. 
The true relation between history and freedom is realized in the 
political-social context, in which security of the whole and protection 
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of the individual are relative to each other. McKeon has presented 
the interrelations between methods, principles, and social action in a 
lucid and plastic interpretation which makes transparent the wisdom 
of his conclusion. In spite of changes in doctrines and methods, there 
is unanimity about the human situation and man’s potentialities. The 
realization of these potentialities depends on man’s recognition of his 
place in the universe and in history. 


ALBERT SALOMON 


CAMPBELL, CHARLES &., Jr. Special Business Interests and the 
Open Door Policy. [Miscellany ti in the Yale Historical Publica- 
tions.] New Haven: Yale University Press. 1951. 88 pp. $3. 


This slender monograph deals with the immediate economic back- 
ground of the inception of the Open Door policy. Certain vocal 
sections of the American business community were haunted by the fear 
that the domestic market could not absorb all that American industry 
could produce in the near future. These businessmen viewed appre- 
hensively the division of the Chinese market by the other major 
powers—a development that threatened present American business 
interests in China and boded ill for the future. Fear of summary 
exclusion from China was combined with the desire to make China’s 
400,000,000 customers part of our own imperial destiny. As a result, 
the business interests involved formed the American Asiatic Association 
for the purpose of persuading the McKinley administration to adopt 
a strong China policy. 

Dr. Campbell’s thesis is that the special business interests both 
influenced the McKinley policy toward China and helped prepare the 
way for the Open Door proclamation. What one misses, however, in 
this altogether too narrowly defined volume is an evaluation of the 
relative weight of business interest in shaping this phase of our Far 
Eastern policy. What was the influence of business in comparison 
with the larger strategic and ideological influences that were also 
operative? Moreover, was the Open Door, as Dr. Campbell implies, 
a really strong policy? After all, none of our competitors in China 
took the Open Door policy seriously—not even when the pronounce- 
ment was first made. 

What might have been effective in China was a display of force— 
though this we were obviously unwilling to indulge. And if force was 
the only element that really mattered in imperialist rivalry, and if the 
business interests were as powerful as Campbell says they were, one 
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wonders why they could not bring about militant intervention. One 
misses in this volume an analysis of the Open Door for what it was— 
one-tenth policy and nine-tenths idealistic hope and aspiration that 
may have been a rallying cry at home but counted for very little 
abroad. 

This book might have been far more useful if some part of it had 
been devoted to telescoping the entire pattern of our business relation- 
ship with China, so that the events here described could be related 
to a larger process. Such a treatment would have offered the reader 
a clearer picture of what was wrought in 1899 by McKinley and his 
Secretary of State, John Hay, when they built our China policy on 
the foundation stone of the Open Door. As it stands now, Dr. Camp- 
bell’s contribution is an unrelated fragment that does not add as much 
as it should to an understanding of the relationship between business 
interest, public policy, and the failure of our China policy. 


EDWARD N. SAVETH 
New School for Social Research 
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